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HEALTH SERVICES AND DEVELOPMENT AGENCY MEETING

NAME OF PROJECT:

PROJECT NUMBER:

ADDRESS:

LEGAL OWNER:

OPERATING ENTITY:

CONTACT PERSON:

DATE FILED:

PROJECT COST:

FINANCING:

PURPOSE OF REVIEW:

DESCRIPTION:

FEBRUARY 24,2016
APPLICATION SUMMARY

Crossroads Treatment Centers
CN1511-048

423 Princeton Road
Johnson City (Washington County), Tennessee 37601

Crossroads Treatment Center of Tri-Cities. P.C.
105 North Spring Street, Suite 109

Greenville (Washington County), SC 29601-2859
Not Applicable

Kim Harvey Looney, Attorney
(615) 850-8722 "

November 6, 2015

$1,830,770.00

Commercial Revolving Line of Credit
Establishment of a nonresidential substitution-based

treatment center for opiate addiction and the
initiation of opiate addiction treatment

Crossroads Treatment Center is seeking approval to establish a nonresidential
substitution-based treatment center that provides opiate addiction treatment
(referred to as OTP for opiate treatment program throughout the remainder of
the report). The OTP will provide individual counseling and group therapy and
will offer methadone to prevent symptoms of withdrawal. The service area
includes Carter, Greene, Hancock, Hawkins, Johnson, Sullivan, Unicoi and
Washington Counties. The OTP will operate as a private, for-profit clinic under
all applicable licensure requirements of the Tennessee Department of Mental
Health and Substance Abuse Services (TDMHSAS). No state, federal, or local

funding will be sought.
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SERVICE-SPECIFIC-CRITERIA AND STANDARD REVIEW:
NON-RESIDENTIAL METHADONE TREATMENT FACILITES (NRMTF)

A non-residential narcotic treatment facility should provide adequate
medical, counseling, vocational, educational, mental health assessment, and
social services to clients enrolled in the opioid treatment program with the
goal of the individual becoming free of opioid dependency.

The applicant reports that clients will receive individualized treatment
planning, individual and group counseling, physician services, medication,
and coordination of care with other community treatment services, This
includes referral services for mental health, medical, vocational and
educational needs. Clients will be supervised by a Board-Certified physician
experienced in opioid dependency per TDMHSAS Rules. The applicant
projects 697 clients in Year 1 while employing two counselors. An additional
counselor will be hired with every 50 additional clients.

The TDMHSAS Report (page 11) indicates the application does have
significant gaps belween the proposed staffing and services and those
required for licensure in Tennessee.

According to the TDMHSAS report, the facility would not tiuultfy for
licensure as described, therefore, this criterion has not been met. __ )

Need

The need for non-residential narcotic treatment facilities should be
based on information prepared by the applicant for a certificate of need,
which acknowledges the importance of considering the demand for
services along with need and addressing and analyzing service problems
as well.

The assessment should cover the proposed service area and include the
utilization of existing service providers, scope of services provided, patient
origin, and patient mix. :

The assessment should consider that the users of opiate drugs are th
clients at non-residential narcotic treatment facilities, and because of +
illegal nature of opiate drug use, data will be based on estimates, ar
counts,-arrests for drug use, and hospital admittance for drug abuse.

The assessment should also includé:
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1. A description of the geographic area to be served by the
program;

The applicant proposes to serve eligible individuals residing in an eight
County service area, which includes Carter, Greene, Hancock,
Hawkins, Johnson, Sullivan, Unicoi, and Washington Counties.

It appears that this criterion has been met.
2. Population of area to be served;

The population of the proposed service area in 2015 was 578,724.

The estimated number of persons, in the described area, addicted
to heroin or other opioid drugs and an explanation of the basis of
the estimate;

The applicant estimates there are between 8,800 and 21,500 adults who are
addicted to opiates (heroin and prescription pain pills) in the proposed eight
county service area. The applicant calculated the estimates from SAMSHA
(Substance Abuse and Mental Health Services Administration) and
TDMHSAS reports.

The TDMHSAS staff report questions the applicant’s need methodology
and indicates it has resulted in a misrepresentation regarding the number
of people addicted to heroin or other opioids in the service area. Please refer
to page 4 of the TDMHSAS report.

It is unknown whether this criterion has been met.

3. The estimated number of persons, in the described area, addicted
to heroin or other opioid drugs presently under treatment in
methadone and other treatment programs;

TDMHSAS Central Registry data related to opioid treatment is no longer
available to the Health Services and Development Agency. According to a
representative of the TDMHSAS, the sole function of a central registry is
to prevent multiple enrollments of individuals receiving methadone
treatment. Further, any information disclosed to a central registry may not
be used for any other purpose than the prevention of multiple enrollments,
unless directed by a court order. TDMHSAS concluded that this language
prevents the contents of the Central Registry being used to obtain
utilization data.

The TDMHSAS report did note there are currently 28 residents from the 8
County proposed service area enrolled in services at Knoxvill, TN OTP
providers.
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Since -current-data- is-not-available,- the-applicant -estimated -that between
8,800 and 21,500 adults in the proposed service area are addicted to
opioids. The above calculation was based on the following:

—e A 2013 SAMSHA.  report-that estimated 8,800 opioid abuser or —
opioid dependents in the 8 County service area, and

o A TDMHSAS report titled “Prescription Drug Abuse in
Tennessee” which calculates to 21,500 opioid abusers or opioid
dependents from the proposed service area.

The TDMHSAS Report questions the applicant’s need methodology.
TDMHSAS reports the 8,800 to 21,500 estimate does not represent the
number of people needing treatment, only the number of people using
opioids non-medically.

It is unknown whether this criterion has been met.
4. Projected rate of intake and factors controlling intake;

The applicant projects the rate of mtake will be 50 clients per week after
the 15t month of operation.

5. Compare estimated need to existing capacity.

TDMHSAS estimates there are 146 SAMSHA certified buprenorphine
_ (suboxone) outpatient providers in the proposed service area as of
October 2015. There are no existing OTPs in the service area.

Also, consideration should be given to the reality that existing facilities
can expand or reduce their capacity to maintain or treat clients without
large changes in overhead.

There are no existing OTPs in the service area. Migration data of clients
who travel outside of the proposed service area is not available.

It appears that this criterion is not applicable.
Service Area

The geographic service area should be reasonable and based on an optimal
balance between population density and service proximity.

There are no OTPs in the applicant’s proposed service area.

It appears that this criterion has been met.
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The relationship of the socio-demographics of the service area and the
projected population to receive services should be considered. The
proposal's sensitivity to and the responsiveness to the special needs of the
service area should be considered including accessibility to consumers,
particularly women, racial and ethnic minorities, and low-income groups.

The program will be accessible to women, racial and ethnic minorities, and
low-income groups. Free treatment will be available for all female clients who
become pregnant and cannot afford services. Charity care will be provided at
the rate of approximately 3.0% of total gross revenue in Years 1 and 2
(50,046 or approximately 20.9 clients and $114,800 or 33.2 clients,

respectively).
It appears that this criterion has been met.

Relationship to Existing Applicable Plans

The proposals' estimate of the number of clients to be treated, anticipated
revenue from the proposed project, and the program funding source with
description of the organizational structure of the program delineating the
person(s) responsible for the program, should be considered.

The applicant proposes to provide services to 297 clients in 2016 generating
gross operating revenues of $1,668,215 in Year One. Treatment is self-funded
by the patient. The applicant has provided an organizational structure of the
program and person responsible for the program.

It appears that this criterion has been met.

The proposals' relationship to policy as formulated in local and national
plans, including need methodologies, should be considered.

There appears to be no local or national plans that include need
methodologies.

It appears that this criterion is not applicable.

The proposals' relationship to underserved geographic areas and
underserved population groups, as identified in local plans and other
documents, should be a significant consideration.

There are no identified local plans or and other documents that specifically
address nonresidential substitution-based opioid treatment programs.

Crossroads Treatment Centers
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- It appears this criterion is not applicable.

The impact of the proposal on similar services supported by state

The applicant plans to utilize self-pay programs and does not plan to
participate in State and Federal programs such as TennCare or Medicare.

It appears that this criterion is not applicable

The degree of projected financial participation in the Medicare and
TennCare programs should be considered.

The applicant plans to utilize self-pay programs and does not plan to
participate in State and Federal programs such as TennCare or Medicare.

It appears that this criterion is not applicable

SUMMARY:

Crossroads Treatment Centers proposes to establish an OTP in a 6,000 SF
building to be constructed on a 1.5 acre site at 413 Princeton Road, Johnson City
(Washington County), Tennessee. Crossroads will provide medication-assisted
treatment (MAT) services utilizing methadone for the rehabilitation of persons
dependent on opioids to include opium, morphine, heroin, or any derivative of
the group. Methadone is a synthetic opioid that produces stabilizing effects that
last approximately 24 hours that is administered only in the clinic during the first
90 days of treatment by a trained program nurse.

The proposed hours of operation are Mon-Sat, 5:00 A.M.-1:00 P.M. with dosing
hours between 5:00 A.M.-10:00 A.M. and Saturday/Sunday between 6:00 A.M. to
8:00 AM. Counseling is provided Mon-Sat between 5:00 am-1 pm.

Ownership
o Crossroads Treatment Center of Tri-Cities, P.C. is an active limited

liability company formed on March 5, 2015 registered with the Tennessee
Secretary of State.

e Crossroads Treatment Center of Tri-Cities, P.C. owns the following 14
OTP centers that provide opiate addiction treatment clinics: 3 in North
Carolina, 4 in South Carolina, 4 in Georgia, and centers in Virginia (1) and
South Carolina (1) not yet operational.

Crossroads Treatment Centers
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Crossroads Treatment Center of Tri-Cities, PC is 100% owned by Rupert
L. McCormac, IV, M.D. This entity will be responsible for all medical
aspects of the proposed facility and will hold the CON and license.
Crossroads of Tri-Cities Management Company, LLC will manage the
proposed facility. The LLC is owned by Treatment Centers HoldCQO,
which is 100% owned by Crossroads Holding, LLC.

Crossroads Holdings, LLC is owned by the following: RCP Crossroads
Fund I Blocker, Inc. 28%, Rupert J. McCormac IV, MD: 23%, Steven W.
Kester: 17%, CT Centers Holdings, Inc. Carter, Greene, Hancock,
Hawkins, Johnson, Sullivan, Unicoi and Washington counties., 9%, RCP
Crossroads Co-Invest Fund Blocker, Inc. 7% And James Hamilton Evans:
6%.

Please refer to Attachment A.4 for a list ownership interest of 5% or
greater.

Facility Information

The proposed 6,000 SF facility will be located on a 1.5 acre lot with a
parking lot consisting of 85 parking spaces.

Calhoun Real Estate, LLC (purchaser of property from Mountain States
Alliance) will assign its property rights to the management company,
Crossroads of Tri-Cities Management Company, LLC, through an
assignment and assumption agreement.

The applicant, Crossroads Treatment Center of Tri-Cities. P.C., will lease
the property from the management company, Crossroads of Tri-Cities
Management Company, LLC through a signed 5 year Option to Lease
agreement.

Copies of eacl real estate transaction described above are located in the
original application, supplemental #1, and supplemental #2.

The proposed 6,000 SF facility will contain the following areas:

Patient reception/waiting area with a seating capacity of 55, including 2
payment booths. ,

A group counseling room and 13 counseling offices; a break room; a
laboratory; and chart room.

Restrooms for staff, clients and drug screening tests.

Secure pharmaceutical storage in a secure medication room; 4 medication
administration spaces (“dosage booths”).

Office space for Nursing Staff, Program Director, Clinic Director and
Medical Director.

A floor plan drawing for the facility is located in Attachment B.IV.—Floor
Plan.
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Note to- Ageney -members: - The-55 -seat -capacity waiting- room and-85 space
parking lot is designed by the applicant to serve a projection of 100 clients in the
first month of services up to 697 clients in the 12t month operation, and 1,108
clients in Year 2.
There are currently no other licensed facilities in the proposed service area. If
approved, Crossroads Treatment Centers will be the 13th OTP in the state (note:
a map of all licensed and proposed OTPs is provided in the application
attachments). The closest treatment facilities in the state are located in Knoxville
(Knox County), TN and are owned by Behavioral Health Group (BHG). BHG is
based in Dallas, Texas and currently owns a majority of the existing OTP clinics
(nine of the twelve) in Tennessee. BHG owns clinics in Knoxville (2), Nashville
(1), Memphis (3), Jackson (1), Paris (1), and Columbia (1).

The TDMHSAS Central Registry Opioid Treatment data is no longer available.
Paris Professional Associates, CN0903-014A, reviewed in 2009, was the last OTP
application that included the most recent methadone registry data. The applicant
provided a copy of the 2008 Methadone Registry that indicated consumers by
county of residence and clinic. A copy of the 2008 registry is located in
Attachment C, Need 1 (a). This registry captured only the Tennessee facilities
where methadone clients receive services. The methadone registries of adjoining
states were not available. The TDMHSAS report notes there are currently 28
residents from the 8 County proposed service area -enrolled in services at
Knoxville, TN OTP providers.

The following table displays the 2008 service area out-migration for the eight-
county service area to Tennessee OTPs: 0

2008 Methadone Registry/ Proposed Service Area Out-Migration

_ Treatment Facility _

County Davidson Co.- | Hamilton Co.- | Knox DRD | Knox DRD | Other | Total
MidSouth TX | Volunteer Knoxville- Knoxville,~
Ctr. TX Ctr., Location #1 | Location #2
Carter 4 2 1 7
Greene 2 8 10
Hancock 17 2 19
Hawkins 1 2 5 15 23
Johnson 1 1 2
Sullivan 1 10 8 19
Unicoi 1 1 1 3
Washington 4 2 6
Total 3 9 411 37 1 89

Source: CN1511-048
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e In 2008 there were 89 residents in the proposed 8 County service area
receiving OTP services from Tennessee OTP providers.
e The number of residents in the 8 county service area enrolled with Knox
County OTP providers decreased 64% from 78 in 2008 to 28 in November

2015.

The closest Tennessee OTP is located in Knoxville (Knox County), Tennessee
which is located over 100 miles away or approximately 1 hour and 37 minute
drive time from the proposed clinic site. The closest out of state OTP is located in
Weaverville, NC with a traveling distance of 51.8 miles/53 minutes for residents
of Johnson City, TN. The following chart reflects the closest OTP to each of the 8
Counties in the proposed service area in comparison to the proposed Crossroads
Treatment Center (applicant) planned to be located in Johnson City (Washington

County, TN.

Analysis of Driving Distances from Proposed Clinic Location

In Comparison to the Closest Existing OTP Clinics by County
OTP Provider Carter | Greene | Hancock | Hawkins | Johnson | Sullivan | Unicoi | Washington

Distance/Time to proposed Crossroads Treatmeént Center by Count

Proposed 11.2 314 71.6 48.7 44.6 mi/1 22.9 18.5 4.1 mi/7 min.
Crossroads mi./22 | mi/51mi | mi./lhr 34 mi/56 6 min. mi/26 mi/21

Treatment Center, min. n. min. min. min. min

Johnson City, TN

Distance/Time to Closest existing OTP to each County in the proposed service area

Crossroads of 5203 475 N/A N/A N/A 69.4 mi/l1 | 31.3 51.8 mi/53 min
Weaverville, mi./ 56 | mi/lh lo h7min | mi/32

Weaverville, NC min. min. min.

DRD Knoxville N/A N/A 69.8 mi/lh | 65.8 mi/l N/A N/A N/A N/A
Medical Clinic 27min hr 18 min.

Stepping Stones N/A N/A N/A N/A 25.6 N/A N/A N/A
Wellness Ctr., mi./36

Boone, SC min

Difference in -41.1 -16.1 +1.8 mi./ -17.1 -46.5 mi./ .7 mi.
nearest OTP mi./34 mi./10 +7 min. mi./22 +30 min. -41 min. -46 min.
miles/time min. min. min.
Daily Round Trip -822 | -32.1mi/ | +3.6mi/ | -34.2mi/ | +38 mi./ -92.4 -25.6 -95.2 mi./
Savings mi./ -20 min. | +14 min. -44min. +1 hr. mi./1 hr. mi./ -1 hr. 32 min.
-1 hr. 22 min. =20
8 min. min.

Source: CN1511-048 Supplemental #1.
*A negative difference in miles/time represents a saving in daily commuting; a positive difference

represents additional miles/time.

e If approved, an OTP in Washington County will shorten the round trip to
the closest existing OTP in 6 out of 8 counties in the proposed service area.
Crossroads Treatment Centers
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-=-e  The-ranges in shorter round-trips-to-a new Washington County OTP are
from 25.6 miles (20 minutes) from Unicoi County to 95.2 miles (1 hr. 32
minutes) from Washington County.
* A new OTP in Washington County will not decrease the daily round trip
to an OTP for residents in Hancock and Johnson Counties.
* A complete chart of driving distances from each county in the proposed
service area to the nearest 12 OTPs is located on page 12 of supplemental
#1.
 State and federal OTP regulations require new patients to make daily
commutes (6 or 7 days) for up to 3 months of treatment.

The applicant reports methadone maintenance treatment (MMT) was developed
in 1964 and is the most common and established form:of opioid addiction
treatment. In October 2002, the applicant notes the Food and Drug
Administration (FDA) approved buprenorphine, subutex, and suboxone for use
in opioid addiction treatment. The applicant indicates private physicians rarely
offer on-site counseling in conjunction to buprenorphine treatment and states
getting buprenorphine from a physician’s office is termed “dose and dash”
because of the lack of counseling, drug testing, diversion monitoring and care
planning. - , : ' -

Note to Agency Members: The Addiction Treatment Act of 2000 allows
- qualifying physicians te -receive -a waiver from the special -registration
requirements in the Controlled Substances Act for the provision of medication-
assisted opioid therapy. This waiver allows qualifying physicians to practice
medication-assisted opioid addiction therapy with Schedule III, IV, or V
narcotic medications specifically - approved by the Food and Drug
Administration (FDA). On October 8, 2002 Subutex® (buprenorphine
hydrochloride) and Suboxone® tablets (buprenorphine hydrochloride and
naloxone hydrochloride) received FDA approval for the treatment of opioid
addiction. The physician has the capacity to refer addiction therapy clients for
appropriate counseling and other non-pharmacologic therapies, and that the
physician will not have more than 30 clients on addiction therapy at any one
time for the first year. (Note: the number of a physician’s practice locations does
not affect the 30-patient limit. One year after the date on which the physician
submitted the initial notification, the physician will be able to submit a second
notification stating the need and intent to treat up to 100 clients.) Source:
http//buprenorphine.samhsa.gov/waiver qualifications.html -

The SAMSHA (Substance Abuse and Mental Health Services Administration)
physician and treatment locator web-site for physicians certified for
Buprenorphine Treatment indicates there are 114 certified physicians in the

Crossroads Treatment Centers
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proposed 8 county service area. The following table is a breakout of providers

by county.
Carter Greene | Hancock | Hawkins Johnson Sullivan | Unicoi | Washington | Total
Buprenorphine 3 9 0 1 0 35 2 64 114
Providers

Source: SAMSHA website queried 2/8/2015.

Note to Agency members: TDMHSAS reported there are 146 buprenorphine
providers in the proposed service area, while the applicant and SAMSHA web-
based buprenorphine Treatment Physician locator indicates there are 114 in the
proposed service area. Agency staff contacted the SAMSHA Buprenorphine
Information Center (866-287-2728) on February 10, 2016 concerning the
discrepancy. The Buprenorphine staff indicated the web-based buprenorphine
Treatment Physician locator lists only the certified buprenorphine treatment
physicians that want to be publicly known. The web-site does not reflect those
certified physicians that wish to not be publicly listed.

The physicians listed by SAMSHA may not be accepting new patients. There are
no public registry reporting requirements for buprenorphine providers in
Tennessee that confirms capacity and reflects current caseloads, access, and any
applicable waiting lists.

Project Need
The applicant states the proposed project is needed for the following reasons:

e The applicant estimates there are between 8,800 and 21,500 adults in the
service area who are addicted to opioids (heroin and prescription pain
pills).

e The service area needs a medication-assisted services provider that will
utilize methadone to help clients stop abusing opioids, manage triggers
and addictive behaviors and gain control of their lives.

Service Area Demographics
Crossroads Treatment Centers declared primary service area (PSA) includes

Carter, Greene, Hancock, Hawkins, Johnson, Sullivan, Unicoi and Washington |

counties. The total population of the service area is estimated at 578,724
residents in CY 2015 increasing by approximately 2.4% to 592,634 residents in CY
2019. ‘
e The overall Tennessee statewide population is projected to grow by 3.7%
from 2015 to 2019.

Crossroads Treatment Centers
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led in TennCare ranges by county from

16.3% to 23.4% of the total service area population compared to 20.5%

statewide.

— Historical Utilization ———————

The following table represents the 8 county out-migration of OTP clients
to North Carolina and the 2014 percentage share of business from
Tennessee residents for each OTP.

*Service Area OTP Historical Utilization and Share

OTP Distance 2012 2013 2014 ‘12-14 Clients from the 12-“1 2014 Service

from Total Total Total % proposed 8 county % “ Area Clients

applicant | Patients | Clients | Patients | Change service area Change as a % of
2012 | 2013 | 2014 g

Crossroads 51.8 441 463 495 +122% | 227 241 260 +14.5% 52.5%
of Weaverville, miles
NC
Crossroads of 59.3 635 645 657 +3.4% 33 34 35 +6.0% 53%
Asheville, NC miles

Source: CN1511-048
*Public information is not available from the following OTPS: BHG Asheville Treatment Center, Asheville, NC:

Mountain Area Recovery Center, Inc., Asheville, NC; Mountain Health Solutions, Asheville, NC: Western Carolina
Treatment Center, Asheville, NC; and New River Comprehensive Treatment Center, Galax, VA

» Crossroads of Weaverville, NC percentage of clients from the proposed

Tennessee service area_totaled

495 clients in 2014.

5% of their overall business, or

0 of

Public OTP utilization data from states that border Tennessee are not
table indicates the current number of clients as of

available. The followin

November 2015 from

e proposed 8 county service area, by County, that
are served by out of state bordering OTP providers that are owned by the
applicant’s parent company.

oTP Carter | Greene | Hancock | Hawkins | Johnson Sullivan | Unicoi | Washington | Total
Crossroads 64 14 7 19 1 74 9 89 *277
of Weaverville,

NC

Crossroads of 3 5 1 11 0 9 0 7 *36
Asheville, NC

Source: CN1511-048
*Public information is not available from the following OTPS: BHG Asheville Treatment Center, Asheville, NC;

Mountain Area Recovery Center, Inc., Asheville, NC; Mountain Health Solutions, Asheville, NC: Western Carolina
Treatment Center, Asheville, NC; and New River Comprehensive Treatment Center, Galax, VA

e Crossroads of Weaverville, NC served the highest number of clients with

277 clients in November 2015, ranging from 1 patient residing in Johnson
County to 89 residing in Washington County.

Crossroads Treatment Centers
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o Crossroads of Asheville, NC served 36 clients in November 2015 ranging
from 0 to 11 from each county in the proposed 8 county service area.

Applicant Projected Utilization

The applicant proposes to serve 697 clients in Year 1 (2016) and 1,108
clients in Year 2 (2017). The following chart indicating the patient origin
by county in year One and Year Two of the proposed project.

Project Cost

Major costs of the $1,830,770 total estimated project cost are as follows:

« Construction costs — combined cost of $1,274,260.00, including site

preparation, architectural / engineering costs, and contingency  Of
approximately 69.6% of total cost:
o Site cost of $295,000 or approximately 16.1% of the total project cost.

For other details on Project Cost, 5€€ the Project Cost Chart on page 40 of
the application-

Historical Data Chart

o Since the applicant is proposing 2 new OTP, there is no historical data

available. '

o The applicant provided a combined historical data chart (2014 only) for
Crossroads Treatment Centers Jocated in Asheville and Weaverville,
in Supplemental #1. The applicant combined the PC (owner) and LLC
(Management Company) financial information in the charts.

o According to the Historical Data Chart Crossroads (Asheville)

experienced profitable net operating results of ¢874,296 and Crossroads
W caverville) of $835,761 in 2014.

Projected Data Chart

The applicant projects ¢1,668,215 in total gross revenue on 697 clients during the
first year of operation and $3,826,645 on 1,108 clients in Year Two. The Projected
Data Chart reflects the following:

o Net operating income less capital expenditures for the applicant will equal
($540,245) in Year One increasing to $329,123 in Year TWO.

Crossroads Treatment Centers
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®* Net Operating Tevenue after charity care is expected o reach $3,71 1,845 or
approximately 97% of tota] 8T0Ss revenye jn Year Two,
* Charity care at approximate] Y 3.0% of tota] 8T0Ss revenye jn Year One and
Year Two equaling to $50,046 and $114,800, respective] y.
e Charity Care calculates to 20,97 clients per year in Year One.

Patient Chargeg
——— Lharges .

® The cost of Methadone p, Intenance treatment afer initial intake is
approximately $98.00 per week,
The applicant wi]j Waive the intale fee for ] New and transfey patients
and wi]] charge $1.0¢ per day for the first 30 days of treatment.

® Statewide, the routine weekly chargeg fange from $94 50 at Recovery of
Columbia ¢, $116.00 at BHG’s Knoxville Bernard Treatment Center and
BHG Knoxville Citico Trea tment Centey.

Financing
* The Management Company Crossroads of Tri-Citieg Management
Company, 11 ¢ Will recejye funding fo, the project’s Start-up costg from a
ne of credjt agreement from, Ally Bank.

Crossroads Tre‘atment Centerg
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e Crossroads Holding, LLC audited financial statements for the period
ending December 30, 2014 indicates $474,702 in cash and cash equivalents,
total current assets of $851,937, total current liabilities of $968,862, for a
current ratio of 0.88:1.

Note to Agency members: Current ratio is a measure of liquidity and is the ratio
of current assets to current liabilities which measures the ability of an entity to
cover its current liabilities with its existing current assets. A ratio of 1:1 would
be required to have the minimum amount of assets needed to cover current

liabilities.

Staffing
The applicant’s proposed direct patient care staffing includes the following full

time equivalent (FTE) positions.

R
Program Director 1.0
Clinical Director 1.0
Administrator 1.0
Lead Registered Nurse 1.0
Dosing Licensed Practical Nurse 1.0
Counselor 2.0
Physician 0.3
Physician Assistant 1.0
Security 1.0
Total 9.3

Source: CN1511-048

Licensure/Accreditation
o The applicant indicates the Commission on Accreditation of Rehabilitation
Facilities (CARF) will accredit the facility.
e A summary of the state licensure surveys for 9 existing out of state OTPs
owned by the applicant’s parent company is included in Supplemental #1.

Notices

TCA § 68-11-1607 (c) (3) requires an applicant for a nonresidential substitution-
based treatment center for opiate addiction to file notices with certain state,
county, and local government officials within 10 days of filing the CON
application. HSDA staff verified the applicant met all requirements of TCA § 68-
11-1607 (c) (3). The applicant documented the following officials had been
notified:

Crossroads Treatment Centers
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- e State Representative James (Micah) Van Huss
e GState Senator Rusty Crowe
» Washington County Mayor Dan Eldridge
e City of Johnson City Mayor Clayton Stout

The applicant has submitted the required corporate and real estate lease documentation.
HSDA staff reviewed these documents. A copy will be available for member reference at
the meeting. Copies are also available for review at the Health Services and Development

Agency office.

Should the Agency vote to approve this project, the CON would expire in two
years.

CERTIFICATE OF NEED INFORMATION FOR THE APPLICANT:

There are no other Letters of Intent, pending applications, denied applications, or
outstanding Certificates of Need for this applicant.

CERTIFICATE OF NEED INFORMATION FOR OTHER PROVIDERS IN
THE SERVICE AREA:

There are no letters of intent, or pending applications, or outstanding Certificates
-of Need for other health care organizations in the service area proposing this
type of service.

Denied Applications

Tri-Cities Holdings LLC d/b/a Trex Treatment Center, CN1303-005D, was
denied at the June 26, 2013 Agency meeting. The application was for the
establishment of a non-residential substitution-based treatment center for opiate
addiction offering methadone and buprenorphine to treat opiate addiction
preventing symptoms of withdrawal. The estimated project cost was projected
to be $670,000. Reason for Denial: The application did not meet the statutory criteria.
There was not a need for this service as there were effective treatment options available
for opiate addiction in the area.

PLEASE REFER TO THE REPORT BY THE DEPARTMENT OF MENTAL
HEALTH AND SUBSTANCES ABUSE SERVICES FOR A DETAILED
ANALYSIS OF THE STATUTORY CRITERIA OF NEED, ECONOMIC
FEASIBILITY, AND CONTRIBUTION TO THE ORDERLY DEVELOPMENT
OF HEALTH CARE IN THE AREA FOR THIS PROJECT. THAT REPORT IS
ATTACHED TO THIS SUMMARY IMMEDIATELY FOLLOWING THE
COLOR DIVIDER PAGE. PME 02/08/2016

Crossroads Treatment Centers
CN1511-048
February 24, 2016
PAGE 16
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State of Tennessee &
Health Services and Development Agency
Andrew Jackson Building, 9" Floor v
502 Deaderick Street <

b

>

!

Nashville, TN 37243 ':‘«
www.tn.qov/hsda Phone: 615-741-2364 Fax; 615-741-9884

LETTER OF INTENT
The Publication of Intent is to be published in the The Johnson City Press

(MName of Newspaper

which is a newspaper of general circulation in the county of: Washington _
{County)
Tennessee, on or before November 6 , 20 15 for one day..

(Month/Day) (Year)

This is to provide official notice to the Health Services and Development Agency and all interested parties, in
accordance with T.C.A. § 68-11-1601 et seq:; and the Rules of the Health Services and Development Agency, that:

_ Crossroads Treatment Centers N/A
(Name of Applicant) ’ ’ (Facility Type-Existing)
Crosstoads Treatment Centers of Tri-Cities,
ownedby: PC _ _ with an ownership type of _ Professional Corpotation
Crosstoads of Tti-Cities
and to be managed by: Management Co., LI.C intends to file an application for a Certificate of Need
for: the establishment of a non-residential substitution-based (methadone) treatment center for opiate addiction, and

the initiation of adult opioid treatment program services, The center will be developed and located on Ptinceton Road, where
a street address has not yet been assigned, between Susannah Street and Wesley Street, on land that is currently vacant next to
the Princeton Medical Center building, Johnson City (Washingfon County), Tennessee 37604. The cost of the project is
expected to be less than $1.9 million. _ . .

The anticipated date of filing the application is: On or before November 11, 20 15
The contact person for this project is Kim H. Looney, Esq. Attorney
) {Contact Name) (Title)
who may be reached at: Waller Lansden Dortch & Davis LLP 511 Union Street, Suite 2700 g
! {Company Name) (Address)
TN 37219 615 N 850-8722
» (State) (Zip Code) (Area Code) / (Phone Number)
4 _. November 6, 2015 Kim.Looney@wallerlaw.com
O (Date) (Email-Address)

The Letter of Intent must be filed In tiiplicats and received between the fire t and the tenth day of the month. If the
last day for fillng Is a Saturday, Sunday or State Holiday, filing must occur on the preceding business day. File this
form at the following address:
- : Health Services and Development Agency
Andrew Jackson Building; 8" Floor
502 Deaderick Street
Nashville, Tenniessee 37243

The published Letter of Intent must contain the following statement pursuant to T.C.A. § 68-11-1607(c)(1). (A) Any health care institution
wishing to oppose a Certificate of Need application must file a written notice with the Health Services and Development Agency no later
than fifteen (15) days before the regularly scheduled Health Services and Development Agency meeting at which the application is
originally scheduled; and (B) Any other person wishing to oppose the application must file written objection with the Health Services and
Development Agency at or prior to the consideration of the application by the Agency.

HF51 (revised 01/09/2013 — all forms prior to this date are obsolete.)

4817-11774756.5
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SUPPLEMENTAL #1

20 November 20, 2015

1. Name of Facility, Agency, or Institution 12:24 pm

Crossroads Treatment Centers

Name o —

413 Princeton Road ] Washington

Street or Route County

Johnson City ' TN 37601

City . State Zip Code

2. Contact Person Available for Responses fo Questions

Kim Harvey Looney Attorney

Name Title

Waller Lansden Dortch & Davis LLP Kim.looney@wallerlaw.com
Company Name . _\ Email address

511 Union Street, Suite 2700 Nashville TN 37219
Street or Route ' City State Zip Code
Attorney 615-850-8722 615-244-6804

Association with Owner Phone Number Fax Number

3. Owner of the Facility, Agency or !nsi‘ifdfidn

Crossroads Treatment Center of Tri-Cities, PC _ 864-527-3145

Name Phone Number
105 North Spring Street, Suite 109 , Washington
Street or Route County
Greenville . SC 29601-2859
City ' State Zip Code

4. Type of Ownership of Control (Check Orie)

Sole Proprietorship F. Government (State of TN
Partnership or Political Subdivision)
Limited Partnership G. Joint Venture
Corporation (For Profit)
Corporation (Not-for-Profit)

moows>»

1T

I.  Other (Specify) Professional
Corporation

H. Limited Liability Company
X

PUT ALL ATTACHMENTS AT THE BACK OF THE APPLICATION IN ORDER AND
REFERENCE THE APPLICABLE ITEM NUMBER ON ALL ATTACHMENTS.

Response: See Attachment A-4 for copy of corporate documents and organizational
charts.

1-

4844-4389-3291.2
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5. Name of Management/Operating Entity (If Applicable) November23,2018— |

12:11 pm

Crossroads of Tri-Cities Management Company, LLC

Name

105 N Spring Street Greenville

Street or Route County

Greenville SC 29601

City State Zip Code

PUT ALL ATTACHMENTS AT THE END OF THE APPLICATION IN ORDER AND
REFERENCE THE APPLICABLE ITEM NUMBER ON ALL ATTACHMENTS.

Response: See Attachment A-5 for a copy of a draft management contract.

6. Legal Interest in the Site of the Institution (Check One)

A. Ownership D. Option to Lease
B. Option to Purchase E. Other (Specify) .
C. Leaseof _ Years

PUT ALL ATTACHMENTS AT THE END OF THE APPLICATION IN ORDER AND
REFERENCE THE APPLICABLE ITEM NUMBER ON ALL ATTACHMENTS.

Response: See Attachment A-6 for a copy of the Option to Lease.

7. Type of Institution (Check as appropriate--more than one response may apply)

A. Hospital (Specify) . Nursing Home

B. Ambulatory Surgical Treatment J. Outpatient Diagnostic Center
Center (ASTC), Multi-Specialty K. Recuperation Center

C. ASTC, Single Specialty L. Rehabilitation Facility

D. Home Health Agency M. Residential Hospice

E. Hospice N. Non-Residential Opioid Treatment

Program Facility ,

F. Mental Health Hospital _ Facility

G. Mental Health Residential O. Birthing Center
Treatment Facility P. Other Outpatient Facility

H. Mental Retardation Institutional - (Specify) .
Habilitation Facility (ICF/MR) . Q. Other (Specify)

‘IX

T

8. Purpose of Review (Check) as appropriate--more than one response may apply)

A. New Institution X G. Change in Bed Complement

B. Replacement/Existing Facility [Please note the type of change

C. Modification/Existing Facility by underlining the appropriate

D. Initiation of Health Care response: Increase, Decrease,
Service as defined in Designation, Distribution,
TCA § 68-11-1607(4) Conversion, Relocation]
(Specify) H. Change of Location

E. Discontinuance of OB Services [. Other (Specify)

F. Acquisition of Equipment

Revised Page -2-

4851-5903-1083.1
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9. Bed Complement Data Not applicable.
Please indicate current and proposed distribution and certification of fac:llty beds.

TOTAL
Current Beds Staffed Beds Beds at
Licensed _*CON Beds Proposed Completion

Medical
Surgical
Long-Term Care Hospital
Obstetrical
ICU/CCU
Neonatal
Pediatric
Adult Psychiatric
Geriatric Psychiatric
Child/Adolescent Psychiatric
Rehabilitation
Nursing Facility (non-Medicaid Certified)
Nursing Facility Level 1 (Medicaid only)
Nursing Facility Level 2 (Medicare only)
Nursing Facility Level 2
(dually certified Medlcaid/Medlcare)
ICFIMR
Adult Chemical Dependency
Child and Adolescent Chemlcal
Dependency
Swing-Beds-
Mental Health Residential Treatment
Residential Hospice

 TOTAL 0
*CON-Beds approved but not yet in service

€H® POT OZErALTIEMMOUO@>

o
1o
o
=]

!
10. Medicare Provider Number NA
Certification Type

11. Medicaid Provider Number NA
Certification Type

12. If this is a new facility, will certification be sought for Medicare and/or Medicaid? No.

13. Identify all TennCare Managed Care Organizations/Behavioral Health Organizations
(MCOs/BHOs) operating in the proposed service area. Will this project involve the
treatment of TennCare participants? No. If the response to this item is yes, please
identify all MCOs/BHOs with which the appllcant has contracted or plans to contract.

Discuss any out-of-network relationships in place with MCOs/BHOs in the area. NIA

4825-5982-2372.17
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Section B is intended to give the applicant an opportunity to describe the project and
to discuss the need that the applicant sees for the project. Section C addresses how
the project relates to the Certificate of Need criteria of Need, Economic Feasibility, and
the Contribution to the Orderly Development of Health Care. Discussions on how the
application relates to the criteria should not take place in this section unless

otherwise specified.

SECTION B: PROJECT DESCRIPTION

Please

answer all questions on 8 1/2” x 11" white paper, clearly typed and spaced, identified

correctly and in the correct sequence. In answering, please type the question and the response.
All exhibits and tables must be attached to the end of the application in correct sequence
identifying the questions(s) to which they refer. If a particular question does not apply to your
project, indicate “Not Applicable (NA)" after that question. :

Provide a brief executive summary of the project not to exceed two pages. Topics to be
included in the executive summary are a brief description of proposed services and
equipment, ownership structure, service area, need, existing resources, project cost,
funding, financial feasibility and staffing. ' : :

Response: The Applicant, Crossroads Treatment Centers (“Crossroads” or ‘“the
Applicant”), proposes a new non-residential opioid treatment program (OTP) in Johnson
City, Tennessee. The Applicant is financially stable and well capitalized to execute this
project. The proposed service area for the Crossroads facility in Johnson City is comprised
of the eight most northeastern counties in Tennessee: Carter, Greene, Hancock, Hawkins,

Johnson, Sullivan, Unicoi County, and Washington Counties. '

Crossroads is owned by Crossroads Treatment Center of Tri-Cities PC, which is owned
100% by Dr. Rupert J. McCormagc, IV, MD. This entity will be responsible for all medical

_-aspects of the proposed center in Johnson City and, if approved, hold the CON and facility

license. Crossroads of Tri-Cites Management Co., LLC (‘the LLC’), through a
Management Agreement, will have management responsibility for the proposed center.
The LLC is owned by Treatment Centers HoldCo, which is 100% owned by Crossroads
Holding, LLC. Through its relationship with Crossroads Holding, the Applicant will be able
to rely on the extensive experience of Crossroads Management Entities. Throughout this
application, the Applicant refers to the expertise of the “Crossroads Management Entities”
in several locations to illustrate the resources it will be able to rely on. ‘Organizational
charts for the Crossroads Treatment Center PCs and ‘the Crossroads Management
Company LLCs are included in Attachment A-4. If and when approved and Crossroads is
operational, the PC and LLC for the Johnson City location will be added to their respective

organizational charts.

Crossroads will provide medication-assisted treatment (‘MAT") for the rehabilitation of
persons dependent on opioids to include opium, morphine, heroine, or.any derivative of
the group. These derivatives commonly include pain medications such as Oxycontin.

Attachment B.| includes a detailed history of the prescription drug epidemic Tennessee is
facing, a history of OTPs, and the need for the proposed project. Responses throughout
this application will refer to this narrative in Attachment B.| for more information.

In its Presbription for Success: Statewide Strategies to Prevent and Treat the Prescription
Drug Abuse Epidemic in Tennessee strategic plan, the Tennessee Department of Mental
-4 -

4825-5982-2372.17
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Health and Substance Abuse Services (TDMHSAS) discusses the impact of the
prescription drug epidemic in Tennessee. In the forward, it states,

Prescription drug abuse is a pervas:ve multi-dimensional epidemic that is
impacting Tennessee families and communities and requires a coordinated and
collaborative response.

The proposed project is a direct response to this epidemic. The Applicant estimates
that there are between 8,800 and 21,500 adults in the service area who are
addicted to oprords (herorn and prescription pain pills). This estimate is derived
using data from:' (1) SAMHSA (Substance Abuse and Mental Health
Services Administration-. U.S. Department of Health and Human Services)
using this data yields 8,809 opioid abusers or opioid dependents from the
proposed service area, 2 and (2) Tennessee's Department of Mental Health
and Substance Abuse Services report; "Prescription Drug Abuse in
Tennessee" by the Safety Subcabinet Working Group, reported that almost
250,000 Tennesseans older than 12 reported abusing prescription opioids in
2009. Applied to the service area adult population, this would yield
approximately 21,500 opioid abusers or opioid dependents from the proposed
service area.

Crossroads Management Entities specialize in the use of field-recognized and research-
supported practices in the treatment and care of adults with opioid dependence. The

- Applicant only provides MAT services utlllzmg methadone to help patients stop abusing
opioids, manage triggers and addictive behaviors and gain control of their lives.
Methadone maintenance treatment (“MMT")-is-a MAT that uses methadone. When taken
as prescribed, methadone is very safe and prevents patients from experiencing withdrawal
symptoms while at the same time not producing drowsiness or disorientation.

‘Patients will receive daily oral doses of methadone that eliminate withdrawal symptoms
and cravings from prior opioid abuse without producing a high. Methadone is a synthetic,
non-harmful opioid producmg stabilizing effects that last approximately 24-hours, but will
not interfere with carrying out employment and family responsibilities. Dosage amounts
are always set by the Medical Director after appropriate assessment. During the first 90
days of treatment, most doses will be administered only in the clinic and by a trained
program nurse, , e

Crossroads services are desrgned to support patient health and recovery, manage
symptoms, promote personal growth, enhance patients’ quallty of life, and improve
patients’ relationships with their family and- community. In addition to providing properly
dosed methadone treatment to patients, Crossroads’ treatment services will include:

. Physical and Psychosocial Assessments
¢  ‘Laboratory Screening
. Drug Screening

. HEP C and HIV Screening
. B Screemng
. Coordination of Care with Prescnblng Physrcuans

Appll'cant attempted to gth Reglstry Data of NRMTF en'rollment by county from the Tennessee Department of Mental
Health and Substance Abuse Services, but the Department does not release this data publlcally This is a policy change
from prior NRMTF CONs where the data was provided .

2 hitp://store.samhsa. gov/shin/content//NSDUH14-0904/NSDUH14-0904.pdf

-5-
4825-5982-2372.17
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. Substance Abuse Counseling
° Referral Services for Mental Health, Medical, Vocational and Educational Needs

The Applicant will provide for personnel and staffing in accordance with the Rules of
TDMHSAS, including a designated program director, a medical director, physician
services, an on-site prescriber of services, nursing care, a registered nurse to supervise
the nursing staff, and counselors available to provide individual and group counseling.

There are no other OTP programs in the service area. The closest are in Knoxville, or
Weaverville or Asheville; North Carolina. Knoxville is 99 miles away from Johnson City
and 113 miles from Bristol. These distances make it difficult for the population to receive
necessary treatment. The Applicant anticipates project costs of $1,830,770, with funding
provided by Ally Bank. ' -

Provide a detailed nafr"a_ti'Ve of the project by addressing the following items as they relate
to the proposal.

A. Describe the construction, modification and/or renovation of the facility (exclusive of
major medical equipment covered by T.C.A. § 68-11-1601 et seq.) including square
footage, major operational areas, room configuration, etc. Applicants with hospital
projects (construction cost in excess of $5 million) and other facility projects
(construction cost in excess of $2 million) should complete the Square Footage and
Cost per Squareé Footage Chart. Utilizing the attached Chart, applicants with
hospital projects should complete Parts A.-E. by identifying as applicable nursing
units, ancillary areas, and support areas affected by this project. Provide the
location of the unit/service within the existing facility along with current square
footage, where, if any, the unit/service will ‘relocate temporarily during construction
and renovation, and then the location of the unit/service with proposed square
footage. The total cost per square foot should provide a breakout between new
construction and renovation cost per square foot. Other facility projects need only
complete Parts B.-E. Please also discuss and justify the cost per square foot for

this project.

Response: The proposed facility will be housed in a new building to be constructed
at an address to be assigned on Princeton Road, in Johnson City (Washington
County). The building is a single story with ample parking for patients and staff in
the front and rear of the building. The closest cross streets are Wesley and
Susannah. The site is on vacant land next to the Princeton Medical Center

Building.

A schematic drawing of the facility is included in Attachment B, Project Description,
.IV. The proposed project includes space for 13 rooms for patient counseling, a
pharmacy with dosing areas, a group room, offices- for the director, medical
director, and nurses, as well as a patient waiting room, restrooms, a laboratory,
staff break room, and payment window for patients. There is also ample storage
area, a janitor's closet, and a chart room at the proposed facility. The following
areas in the space will be American Disabilities Act (ADA) compliant: restroom,
payment window, counselor's office and patient counseling.

4825-5982-2372.17
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The proposed OTP will have a: full security~system with -motion-detectors, door
alarms and a panic button at the receptionist desk. The safes have alarm systems
as well. The only individuals that have the code to the medicine safe are the
nursing director and the Program Director. A full camera system will monitor the

it ~interior of the entire center, all parking areas, as well as multiple cameras-watching—— -
the pharmacy, safes and dosing windows. The security system, with cell back up, is
checked each month by the Program Director. Also, the Drug Enforcement
Administration inspects the security system as a part of regular inspections to
ensure fully functioning operations.

‘Patients are expected to leave the premises upon receiving treatment services. No

loitering will be permitted under any circumstances. A security guard is employed
from 30 minutes prior to opening to 30 minutes after closing to prevent loitering and
any other issues that may arise. Attachment B, Project Description, II.A contains a
copy of Program Rules which make the consequences for loitering and any other
infractions clear for patients.

If the project involves none of the above, d'e_scribe the development of the proposal.
;ReSponge: Not applicable.

B. Identify the number and type of beds increased, decreased, converted, relocated,
designated, and/or redistributed by this application. Describe the reasons for
change in bed allocations and descrlbe the impact the bed change will have on the
existing services.

Response: Not applicable. -

4825-5982-2372.17
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C. As the applicant, describe your need to provide the .foil-owing health care services (if
applicable to this application):

Adult Psychiatric Services , L LY
Alcohol and Drug Treatment for Adolescents (exceeding 28 days)
Birthing Center ' ‘ : ’
Burn Units

Cardiac Catheterization Services

Child and Adolescent Psychiatric Services
Extracorporeal Lithotripsy "

Home Health Services

Hospice Services

Residential Hospice

ICF/MR Services

Long-term Care Services .

Magnetic Resonance Imaging (MRI)

Mental Health Residential Treatment

Neonatal Intensive Care Unit '
Non-Residential Methadone Treatment Centers
Open Heart Surgery

Positron Emission Tomography

Radiation Therapy/Linear Accelerator
Rehabilitation Services

Swing Beds

Response: There is.a tremendous need for OTP services in the service area. The service area
for the proposed: Crossroads facility in Johnson City is comprised of the eight most northeastern -
counties in Tennessee: Carter, Greene, Hancock, Hawkins, Johnson, Sullivan, Unicoi County,
and Washington Counties. The service area's total population is over 600,000 and
expected to grow by 13,910 residents between 2015 and 2019. The adult population age
20+ was 452,389 in 2015 and is expected to grow to 470,448 by 2019. In spite of its
large population, there is not a single OTP offering services in the service area. Tl

The Applicant estimates that there are between 8,800 and 21,500 adults in the service
area who are addicted to opioids (heroin and prescription pain pills), which estimate is
conservative. This estimate is derived using the following methods:* -

* SAMHSA reports that nationally heroin use was 0.1% in adults (ages 18
and older) and non-medical prescription pain medication use was 1.7%
for adults in 2013. Combined, using the service area's 2014 population

~ age 18+, this metric estimates there are 8,809 opioid abusers or opioid
dependents from the praposed service area.* - o :

« Tennessee's Department of Mental Health and Substance Abuse

Services report, "Prescription Drug Abuse In Tennessee" by the Safety
Subcabinet Working Group, reported that almost 250,000 Tennesseans

: Applicant attempted to get Registry Data of NRMTF enroliment by county from the Tennessee Department of Mental
Health and Substance Abuse Services, but the Departmént does not release this data publically. This is a policy change
from prior NRMTF CONs where the data was provided. .

* SAMHSA. 2014. Substance Use and Mental Health Estimates from the 2013 National Survey on Drug Use and Health:
Overview of Findings. http://store.samhsa.gov/shin/content/NSDUH14-0904/NSDUH14-0904.pdf. Note these percentages
are the same as those for individuals 12 and over.

-9-
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older than 12 reported abusing prescription opioids in 2009. This number
was based on the National Survey of Drug Use and Health, which
estimates 212,000 adults 18 and over in Tennessee (4.4%) misused
prescription opioids in 2013. Applying this statistic to the service area's
adult population estimates approximately 21,500 opioid abusers or opioid
dependents in the proposed service area.

Crossroads proposes to .treat these patients, in part, with MAT. MAT utilizing
methadone® has been in use as a primary form of treatment for opioid addiction and
dependence for over 40 years. MAT is recognized as the most effective treatment for
opioid addiction by the cDhcC.® Numerous studies have shown that MAT reduces .drug
use, disease rates, and criminal activity among opioid addicted persons. MAT utilizes
medication to stabilize brain chemistry, block the euphoric effects of opioids, relieve
physiological cravings, and normalize body functions. When taken as prescribed,
methadone is very safe and prevents patients from experiencing withdrawal symptoms
while at the same time does not produce drowsiness or disorientation.

CMS published a news release on November 3, 2015, which released an interactive
online mapping tool which shows geographic comparisons at the state, county and zip
code levels of de-identified Medicare Part D opioid prescription claims - prescriptions
written and submitted to be filled. Reviewing the information in this resource, provides a
better understanding of how this critical issue impacts the proposed service area. The
following table shows the counties in the Applicant’s service area with the percentage of
opioid use. ‘ -

2015 CMS OpioiD DATA

County Avg. Opioid Claim
Carter 6.21%
Greene 5.25%
Hancock 7.47%
Hawkins 1.31%
Johnson 7.21%
Sullivan 7.09%
Unicoi 4.68% )
Washington - 1.62%

The percentage use for Tennessee is 6.91% and the national average is 5.32%. As can
be seen is:this table, opioid use for the Medicare population in the Applicant’s service
area is generally higher than both the national and state averages.

Information from HHS also supports the use of MAT. In a press release dated March 26,
2015, HHS Secretary Sylvia Burwell announced a targeted initiative aimed at reducing
prescription opioid and heroin overdose, along with deaths and dependence. One of the
three priority areas that she identified to assist in this crisis was “expanding the use of

® Methadone (trade name Dolophine)’ means a synthetic opioid agonist which has been approved by the FDA for
detoxification and’ maintenance treatment of opioid addiction. See Rules of The Tennessee Department Of Mental Health

and Developmental Disabilities. Chapter 0940-05-42. Definitions. _ .
6 CDC. Methadone Maintenance Treatment. Available at: http://www.cdc.gov/idu/facts/methadonefin.pdf

-10 -
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MAT,-a-comprehensive-way to address-the needs of-individuals that combines the use of
medication with counseling and behavioral therapies to treat substance abuse
disorders.” The initiative includes launching a grant program to improve access to MAT,
including through education, training, and purchase of MAT medications for treatment of
prescription drug addiction to opioids and heroin addiction. =

In addition to MAT, Crossroads Management Entities also provide counseling and other
behavioral therapies, providing a whole-patient approach to the treatment of substance
use disorders.

The CDC reports that the benefits of methadone maintenance therapy include:’
* Reduced or stopped use of injection drugs;

* Reduced risk of overdose and of acquiring or transmitting diseases such
as HIV, hepatitis B or C, bacterial infections, endocarditis, soft tissue
infections, thrombophlebitis, tuberculosis, and STDs;

* Reduced mortality — the median death rate of opioid-dependent
individuals in MMT is 30.percent of the rate of those not in MMT,;

« Possible reduction in sexual risk behaviors, although evidence on this
point is conflicting;

* Reduced criminal activity;
+ ‘Improved family stability and employment potential; and
* Improved pregnancy outcomes.

MAT benefits also include decreases in narcotlc use, drug dealing, and other criminal behavior as
well as increases in employment and marriage.? In addition to the health and public safety value
of MAT, there is an economic benefit. lllicit drug use leads to lost productivity at work, increased
health care fees, and higher costs associated with the criminal justice system. Research shows
an economic cost-benef t ratio for methadone maintenance therapy of nearly $38 saved for every
$1 spent on MAT.?

Service area residents do not currently have reasonable access to an OTP that can prowde MAT
using methadone. Currently, the closest Tennessee OTP is located in Knoxwlle which is over
an hour and a half and approximately 100 miles away from Johnson City.'° Travel distance is a
recognized barrier to treatment with studies showmg that treatment rates fall substantially as
distances to commute increase beyond 25 miles." Patients enrolled in these programs often
must make this commute daily, accruing significant costs in gas, time and, often, adding to the
patient’s inability to maintain a steady job. Some persons seeking help simply forego treatment
because of distance barriers. There is no data publicly available on the number of service area
residents currently receiving treatment in Knoxville. :

” Ibid.

® Hubbard, Marsden, Rachal, et al. ,1989. Powers and Anglin, 1993. Web Guide, Part B. National Institute on Drug Abuse,
Ed. NIDA International Program, 2013

° TRI, Ed. "Cost & Utilization Outcomes of Opioid- Dependence Treatment.”

0 There is no data available on the number of service area residents currently receiving treatment in Knoxville.

'K. Beardsley, E. D. Wish, D. B. Fitzelle, K. O'Grady, and A M. Arria, "Distance traveled to outpatlent drug treatment and
client retention ," Jounal of Substance Abuse Treatment, val. 25, no. 4, pp. 279-285, 2003, cited in "Distance Traveled and
Cross-State Commuting to Opioid Treatment Programs in the United States," Journal of Environmental and Public Health, -
Volume 2011, Article ID 948789.

-11 -
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Crossroads Management Entities operate the nearest out-of-state OTPs, Crossroads of
Weaverville, North Carolina and Crossroads of Asheville, North Carolina. Approximately 300
patients currently travel from the service area to the Applicant's Weaverville and Asheville
facilities, which are located 49 and 70 miles from the proposed location, respectively. If this
application is approved, all 300 patients who make the commute, plus an unknown additional
number of residents who would prefer to break the cycle of addiction but cannot make the
commute, would be able to receive these important services locally, which increases the
likelihood of success of the treatment.

The proposed service area is in the Johnson City-Kingsport-Bristol Combined Statistical
Area (CSA): The chart below provides an overview of the population in all Metropolitan
Statistical Areas (MSAs) and Micropolitan Statistical Areas in which there is a
Tennessee OTP, as well as the population in the Johnson City-Kingsport-Bristol CSA.
The map included in Attachment B, Project Description, 1l.C provides the locations of the
existing OTPs in Tennessee. The service area CSA has a larger populatlon than the
populations where five of the existing providers provide services. The service area
population far exceeds the population base needed to support an.OTP, as shown in'the

table below.

2014 Tenbrl:;;nsbé‘:- gfl'Ps
Statistical Area Popt_llation Serving

Estimate Statistical Areas
Nashville-Davidson—Murfreesboro—Franklin, TN
Metropolitan Statistical Area . 1,792,649 2
Memphis, TN-MS-AR Metropolitan Statistical Area'| 1,343,230 3
Knoxville, TN Metropolitan Statistical Area | 857,585 2
Chattanooga, TN-GA Metropolitan Statistical Area 544,559 1
Johnson City-Kingsport-Bristol, TN-VA
Combined Statistical Area 509,170 0
Jackson, TN Metropolitan Statistical Area 130,225 _ 1
Dyersburg, TN Micropolitan Statistical Area 37,935 - 1
Paris, TN Micropolitan Statistical Area 32,204 1 T
Hardin County, TN (not part of a Metropolitan or
Micropolitan Statistical Area) 26,037* 1
Maury County, TN (not part of a Metropolitan or
Micropolitan Statistical Area) 83,772* 1

* Data isfor 2013.
" Source: United States Census Bureau Population Estimates 2014 and Tennessee Department of

Health, Division of Policy, Planning and Assessment, 2013 Census
D. Describe the need to change location or replace an existing facility.
Response: Not applicable.

E. Describe the acquisition of any item of major medical equipment (as defined by the
Agency Rules and the Statute) which exceeds a cost of $1.5 million; and/or is a magnetic

-12-
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~-resenance- imaging-—(MRI)--scanner,: positron:-emission--tomography- (PET) ~scanner;
extracorporeal lithotripter and/or linear accelerator by responding to the following:

1.

For fixed-site major medical equipment (not replacing existing equnpment)
a. Describe the new equipment, including:
1. Total cost ;(As defined by Agency Rule).

2. Expected useful life;
I List of clinical applications to be provided; and
v 4. Documentation of FDA approval.

b.  “Rrovide current and proposed schedules of operations.
Response:- Not applicable

For mobile major medical equipment:

List all sites that will be served;

Provide current and/or proposed schedule of operations;
Provide the lease or contract cost.

Prov_ide the fair market value of the equipment; and

® o0 T P

List the owner for the equipment.
Response: Not applicable

Indicate applicant's legal interest in equipment (i.e., purchase, lease, etc.) In the
case of equment purchase include a quote and/or proposal from an equipment
vendor, or in the case of an equipment lease provide a draft lease or contract that
at least includes the term of the lease and the anticipated lease payments.

Response: Not applicable. No major medical equupment is proposed as part of
the project.

lll. (A) Attach a copy of the plot plan of the Slte on an 8 1/2" x 11" sheet of white paper which
must include:

1.

> DN

(B) 1:

4825-5982-2372.17

Size of site (in acres);

Location of structure on the site; and

Location of the proposed construction.

Names of streets, roads or highway that cross or border the site.

Please note that the drawings do not need to be drawn to scale. Plot plans
are required for all projects.

Response: See plot plan included as Attachment B, Project Description [II.A.

Describe the relationship of the site to public transportation routes, if any, and to
any highway or major road developments in the area. Describe the accessibility of
the proposed site to patients/clients.

-13-
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Response: The proposed facility will be at an address to be assigned on
Princeton Road, in Johnson City (Washington County), close to major highways.
There will be ample parking for patients and staff.

The office location provides convenient access to Interstate 26, a major interstate

~highway. Kingsport is a 20-minute drive from the site and Bristol, the other major
city, is 22 miles away. Both of these distances represent a major improvement on
the driving distances patients are forced to endure currently for treatment. The
Applicant proposed site is Iocated at an address to be assigned on Princeton
Road, between Wesley and Susannah Streets, on land that is currently vacant
next to the Princeton Medical Center  Building. The closest cross street is
Wesley. Blue Route drop offs and plckups occur every hour, starting at 6:25 in
the morning. The location provides a major lmprovement for OTP accessibility, as
current options for OTP treatment, whether out-of-state or over 100 miles away in
Knoxville, have no available public transportation routes.

The proposed project is compatible with the surrounding land uses. The map in
Attachment B, Project Description, Ill.(B)1 shows the location of the facility.
Approx1mately 40% of the traffic expected at Crossroads will have cleared by 6:30
AM since the program will begin operations at 5:00 AM.

It is important to note that opening an OTP does not result in higher crime rates in
the area. The National Institute on Drug Abuse has found that crime does not
increase around methadone clinics. A study conducted by University of Maryland
School of Medicine faculty revealed that crime rates in areas surrounding OTPs in
Baltimore were not significantly different than the crime rates in the surrounding
neighborhoods. Researchers found no increased |Ike|lh00d of crimes due to
pro><|m|ty to an OTP, but rather an increase in" crime dueto proximity to
convenience stores.'?

A 2012 review of literature on crime patterns and substance abuse treatment
programs also concluded that there “is not a corrélation between crime and the
presence of substance abuse treatment centers.” The literature review went on to
state: “The research results do not support the belief that substance abuse
treatment centers are associated with higher crime rates or neighborhood nsk
The major factor affecting crime rates is general socio-economic ‘conditions.”!
Given the research that has emerged over the past several years, there is no
reason to suspect that approving this project will increase the crime rates in the
area surrounding the proposed location.

V. Attach a floor plan drawing for the facullty which includes legible labeling of patient care
rooms (noting private or semi-private), ancillary areas, equipment areas, etc. on an 8 1/2"
x 11" sheet of white paper.

'2 National Institute on Drug Abuse. 2013. Crime Does Not Increase Around Methadone Clinics in Baltimore. Available at:

hltp :liwww.drugabuse.govinews-events/nida-notes/2012/12/crime-does-not-increase-around- methadone-cllnlcs-ln baltimore
% Hendrickson Development. 2012. Review of Literature Discussing Crime Pattems .

and Substance Abuse Treatment Programs.

-14 -
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NOTE: DO NOT SUBMIT BLUEPRINTS. Simple line drawings should be submitted and
need not be drawn to scale.

Response: See floor plan included as Attachment B, Project Description - V.

V. For a Home Health Agency or Hospice, identify:
Existing service area by County;
Proposed service area by County;

A parent or primary service provider;
Existing branches; and

Q@ o=

Proposed branches.
Response: Not applicable.

N
L

SECTION C: éEﬁ\ERAL CRITERIA FOR CERTIFICATE OF NEED

In accordance with Tennessee Code Annotated § 68-11-1609(b), “no Certificate of Need shall be
granted unless the action proposed in the application for such Certificate is necessary to provide
needed health care-in the area to be served, can be economlcally accomplished and maintained,
and will contribute to the orderly development of health care.” The three (3) criteria are further
defined in Agency Rule 0720-4-.01. Further standards for guidance are provided in the state
health plan (Guidelines for Growth), developed pursuant to Tenn. Code Ann. § 68-11-1625.

The following questions are listed according to the three (3) criteria: (1) Need, (ll) Economic
Feasibility, and (lll) Contribution to the Orderly Development of Health Care. Please respond to’
each question and provide underlying assumptions, data sources, and methodologies when
appropriate. Please type each question and its response on an 8 1/2” x 11" white paper. All
exhibits and tables must be attached to the end of the application in correct sequence identifying
the question(s) to which they refer. If a question does not apply to your project, indicate “Not
Applicable (NA).” ‘ ‘

QUESTIONS
NEED
1. Describe the relationship of this proposal toward the implementation of the State Health
Plan and Tennessee's Health: Gu1deI|nes for Growth
a.  Please provide a response to each criterion and standard in Certificate of Need
Categories that are applicable to the proposed project. Do not provide responses
to General Criteria and Standards (pages 6-9) here. /

-15 -
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Project-Specific Review CriteFi{a:

Non-Residential Substitution-Based Treatment Center for Opiate Addiction

=i

A non-residential narcotic treatment facility should provide adequate medical,
counseling, vocational, educational, mental health assessment, and social services
to patients enrolled in the opioid treatment program with the goal of the individual
becoming free of opioid dependency. -

Response: Crossroads Management Entities specialize in the use of field-recognized and
research-supported practices in the treatment and care of adults with opioid dependence.
The Applicant only provides MAT services utilizing methadone to help patients stop
abusing opioids, manage triggers and addictive behaviors and gain control of their lives.
When taken as prescribed, methadone is very safe and ‘prevents patients from
experiencing withdrawal symptoms while at the same time not producing drowsiness or
" disorientation. The treatment provided at Crossroads includes much more than simply
prescribing and dispensing medication. Crossroads’ treatment includes physician
assessment, counseling; laboratory testing and other support services.

The Crossroads Management Entities' approach to MAT recognizes that opioid
dependence is a complex medical disease. Therefore, it is imperative: that Crossroads’
counselors work with patients to address all of the underlying issues. Correspondingly,
Crossroads’ treats patients through a holistic, biopsychosocial model. This model
provides each patient with a comprehensive, individualized treatment plan. addressing
both medical factors and individual psychosocial factors. It is well established that when
treating opioid dependence, the best success rates are derived from the combination of
medication assistance and counseling.

_ Crossroads is dedicated to helping patients manage _obi’oid addiction, in part by helping
“patients resolve underlying psychological and social issues. This approach greatly
enhances the prospects for a successful recovery process.

Patients will receive. daily oral doses of methadone that eliminate withdrawal symptoms
and cravings from prior opioid abuse without producing a high. Methadone is a synthetic,
non-harmful opioid producing stabilizing effects that last approximately 24-hours, but will
not interfere with carrying out employment.and family responsibilities. Dosage amounts
are always set by the Medical Director after an appropriate assessment. During the first 90
days of treatment, most doses will be administered only in the clinic and by a trained
program nurse. ' '

Structure of MAT treatment services provided:
Individualized Treatment Planning

Supportive Individual and Group Counseling
Physician-directed Medical Care

Treatment Medication o
Coordination with Community Resource and Service Professionals for other necessary

treatment services.

Treatment Services include:
e Physical and Psychosocial Assessments
e Laboratory Screening

-16 -
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Drug Screening
HEP C and HIV Screening
TB Screening
Coordination of Care with Prescribing Physicians
Substance Abuse Counseling
Referral Services for Mental Health, Medical, Vocational and Educational Needs

Treatment Services are designed to:

Support patient health and recovery

Reduce symptoms and manage triggers

Promote personal growth and healthy life choices

Enhance quality of life and improve/restore functioning

Promote positive relationships with family, friends and community

L]

The Applicant's Policy & Procedures describe the structure and processes of how
treatment services are delivered:

e Screening and Access to Treatment Services

Treatment Planning

Medication Management

Termination of Treatment Services

Crossroads’ Mission, Values and Commitmen'ts are defined as follows:
Mission: We exist to help opioid.dependent patients get their lives back.

Values: Crossroads focuses on 4 core values. The Crossroads experience is designed to
instill a sense of:

Hope

Pride

Stability

Progress

, Commitments: Crossroads is committed to helping patients adopt these 4 core values by
making 4 specific commitments to each patient:

Hope: *  We will help you see yourself as the person you can be.

Pride: We will provide non-judgmental guidance to assist you in your
recovery. - -

Stability: We will deliver a professional and consistent treatment environment.

Progress: We will partner with you to reach your treatment goals.

Crossroads Facilities offer:
¢ A clean and well-maintained envuronment
‘An accessible location, -
Private offices for counseling.
Security of patient records and confidentiality.
An area sensitive to the needs of children of our patients.

Crossroads"friendly trained Staff is:
e Committed to a “Service First” philosophy.
e Qualified to provide knowledgeable support for treatment services.

-17 -
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e Consistent in communicating regularly with patients regarding treatment planning
and services.

e Compliant with Federal and State standards for professional certification and
licensing.

The proposed program hours are Monday — Friday from 5:00 am — 1:00 pm, and Saturday
and Sunday from 6:00 am — 8:00 am. Based on its projected census and experience
operating twelve other locations, the Applicant is highly confident that this operating
schedule will provide effective patient care. Consideration of expanded operating hours
will be based on patient needs as the proposed project expands.

Proposed Operations Schedule:

Monday — Friday

5:00 am — 10 am Dosing, Counseling, Admissions, Assessments and
Physicals
10:00 am — 1:00 pm Counseling and Administration

Saturday and Sunday

6:00 am — 8:00 am Dosing only
Proposed Staff Schedule
Tuesday & Friday
6:00 am — 8:00 am Physicians see Patients
Monday — Friday
5:00 am - 11:00 am Nurses Dose Patients, Secure & Track Medication
Inventory
Saturday and Sunday.
6:00 am - 9:00 am Nurses Dose Patlents Secure & Track Medication
Inventory :

Monday - Friday
5:00 am — 11:00 pm Counselors Coordinate Treatment Services

Each patient will receive an orientation session-provided by the Appllcant as outlined in
the Rules of TDMHSAS, to ensure that he or she is aware of the program 's goals and all
of the services Crossroads provides. Each patient will also receive an individualized
program plan consistent with his or her medical and social needs. In order to ensure each
patient has access to all of the resources he or she needs, the Applicant will ensure that a
continuum of services are available to address each patient’s unique situation, including
his or her medical, employment, educational, financial, legal and housing needs, as
addressed in TDMHSAS Rules.

-18 -
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Ratient-lengths:of stay vary-depending on-the -particular-patient-and their. response to.treatment.
The National Institutes of Health states “12 months of treatment is the minimum and some opioid
dependent lndlwduals will continue to benefit from methadone maintenance treatment over a
period of years.”

A recent review by the Applicant of its collective patient data demonstrated an average treatment
duration of 14 months. In addition to the comprehensive addiction, medical and counseling
treatment offerings and programs discussed above, Crossroads will also aid its patients in
locating the proper resources for the following services: . :

Support Groups

Clothing Assistance
Financial Assistance
Employmént Assistance
Food Programs / Pantries
Housing

Health Care (Primary Care)
Mental Health (Emergency)
Developmental Delays / Disabilities
Crisis Lines

Education

Counseling / Family Services

In addition to the treatment itself, Crossroads has certain procedure sit uses to follow-up
.. with patients.

A. Upon initiating treatment the Applicant’s patients elther consent or do not consent
to -allow for follow up communication after cessation of treatment. For the
consenting patients the Applicant utilizes their preferred (consented) method of
communication to follow up with them and obtain information on thelr status and
offer heIp as needed.

B. For patlents that are actively engaged in treatment and miss a day of required
attendance the Applicant executes one of a number of actions. These actions
range from a daily phone call to havmg a qualified individual visit their home for a
weliness check.

"C. Many patients achieve an opioid free life but the Applicant’s focus for its treatment

programs:goes beyond this criteria and focuses on comprehensive recovery which
involves many aspects of life, including occupation, relationships, fi nancial, mental
health, and much more. |If patients leave treatment before this type of
comprehensive recovery is achieved then the Applicant follows up as referenced
above. .

D. For patients who leave before treatment is completed, the applicant attempts to
follow up with them and identify why they left the program. If for example, the
reason for discontinuing treatment was financial, the Applicant would try to work
something out. There is a balance between trying to follow up with patients and
unwanted communications.

G http://lwww.cdc.gov/idu/facts/MethadoneFin.pdf
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Crossroads regularly evaluates its -program structure and treatment services through surveys,
self-assessments, evolving field-recognized research and external audits. Findings from these
sources are utilized to prepare performance analysis and improvement plans to optimize the
Program’s structure and services and to ensure patients continue to receive the best possible
outcomes. The Applicant will meet or exceed all minimum program requirements for Non-
Residential Substitution Based Treatment Centers for Opioid Addiction, as put forth in the Rules

of TDMHSAS.

While most medications can be diverted and many can be abused, when methadone or
buprenorphine is utilized in the context of a MAT, safe guards against diversion and abuse are
put in place. Other treatment environments do not have the same stringent controls that are
present in MAT programs. These numerous safe guards are not only followed by licensed
MAT programs but are mandated by and the MAT programs are inspected by, federal and
state agencies including but not limited to SAMHSA, DEA, State Board of Pharmacies, State
Licensing Agencies, Credentialing Agencies, and others, in order to ensure compliance. '

For more specific information on the safe guards against abuse and diversion of buprenorphine
and methadone specifically in MAT programs, please see Attachment C-Need-1(a). Please
note that the existing buprenorphine providers in the service area are not MAT programs and
not subject to these stringent requirements.

Need
The need for non-residential narcotic treatment facilities should be based on information

prepared by the Applicant for a certificate of need which acanWIedges the importance of
considering the demand for services along with need and addressing and analyzing service
problems as well. '

The assessment should cover the proposed service area and include the utilization of existing
service providers, scope of services provided, patient origin, and patient mix. :

The assessment should consider that-the users of opiate drugs are the clients at non-
residential narcotic treatment facilities, and because of the illegal nature of opiate drug use,
data will be based on estimates, actual counts, arrests for drug use, and hospital admittance

for drug abuse.

Response: “‘The abuse of prescription drugs, specifically opioids, is an epidemic in
Tennessee gemphasis added), with disastrous and severe consequences to Tennesseans of
every age."'® “Of the 4,850,000 adults in Tennessee, it is estimated that 221,000 (or 4.56%)
have used pain relievers, also known'as prescription opioids, in the past year for non-medical
purposes. Of those adults, it is estimated that 69,100 are addicted to prescription opioids and
require treatment for prescription opioid abuse. The other 151,900 are using prescription opioids
in ways that could be harmful and may benefit from early intervention strategies. The remaining
4,629,000 adults in the population would benefit from broad-based prevention strategies that
target the entire population.”'

'® Tennessee De'partmenf of Mental Health and Substance Abuse Services. 2014. Prescription for Success: Statewide
Strategies to Prevent and Treat the Prescription Drug Abuse Epidemic in Tennessee at page 4. Available at:
pﬁttp://tn.gov/mental/prescriptionforsucc_esslPrescription%20For%20$uccess.pdf.

id. - ' ' - o
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Similarly, in 2012, the CDC reported 259 million prescriptions for powerful painkillers were written
nationally. Tennessee was_ranked as the second highest prescribing state for narcotic
painkillers." To put this in perspective, nearly 22 times as many prescriptions per capita were
written for opioids in Tennessee as were written in Minnesota. '®

—— - - - ~In-addition;-heroin-tse-has-skyrocketed-in-Tennessee:- Statistics -from-2013-show the number-of-
heroin users has doubled compared to figures recorded between 2002 and 2008 During this
time period, the State increased its efforts to reduce the abuse of prescription pain medications.
As access to prescription medication became both more expensive and limited, persons
“struggling with addiction turned to heroin use.

OpIOId abuse has become so pervasive in Tennessee that, in 2012, opioids overtook alcohol as
the “primary substance of abuse” for persons in treatment through the TDMHSAS. The graph
below from Prescription for Success: Statewide Strategies to Prevent and-Treat the Prescription

Drug_Abuse_Epidemic_in Tennessee™ illustrates this dramatic shift and the need for State
prevention and treatment efforts to address the urgent needs of this growing segment of
the population.

Figure I-1. Percent of publicly funded substance abuse treatment admissions
due to prescription opiolds and alcohol in Fennessee and United States:
1992 - 2011 with a 2012 - 2015 projection

2
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On page 38 of the report, the following statement is provided by the Dapartment on the
treatment of apioid substance abuse:

“The _E);epartme_nt_ of Mental Health and Substance Abuse Services uses the
Amarican Saciety of Addiction Medicine (ASAM) Patient Placemenit Criteria,
an evidence-based assessment tool, to determine exactly which level of
services an individual requires, at the beginning of their services and

7 httb'//www cbsnews com/news/the-states-with-the-worst-prescription-painkiller-problem/

8 1d.
% http:/Awww.knoxnews.com/news/heroin-deaths-double-after-painkiller-crackdown.

Tennessee Department of Mental Health and Substance Abuse. Services. 2014. Prescnptlon for Success: Statew:de
Strategies to Prevent and Treaf the Prescription Drug Abuse Epidemic in Tennessee at page 10.
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periodically throughout so that they will be given the most appropriate levels
of care.”

ASAM is very clear on the use and effectiveness of Methadone Maintenance Treatment.
As stated previously, MMT is MAT that is limited to the use of methadone for treatment.
In one of the most comprehensive surveys of the effectiveness of MMT?', ASAM'’s
research conclusions include: ‘

1. “Because of MMT’s relative efficacy, efforts should be made to increase
access to MMT for all individuals who struggle with opioid use disorders.
Directors of state mental health and substance abuse agencies and
community health organizations should look for methods to increase
access to MMT, and purchasers of health care services should cover
appropriately monitored MMT.”

2. “Detoxification followed by :abstinence- has shown little success in
reducing illicit opioid use.”

3. “Evidence (of MMT treatment) suggests positive impacts on drug-related

* HIV risk behaviors, mortality, and criminality.”

4. “MMT in pregnancy was associated with improved maternal and fetal
outcomes.”

Because the Department uses the ASAM Patient Placement Criteria for opioid
dependence and ASAM advocates for increased access for all individuals to improve
health, mortality and criminality, the applicant feels sure the Department would support
the Applicant's desire to provide MMT access to this region which currently has no
access to MMT.

This medical treatment decision is made by the treating physician with input from the
patient care team on an individualized patient basis based on many factors. ‘The goal is
to stabilize and equip each patient with the skills and resources to remain opiate free
after leaving Crossroads. The factors considered include a patient's physical,
psychological, and financial condition. The National Institutes of Health states “12
months of treatment is the minimum and some opioid dependent individuals will continue
to benefit from methadone maintenance treatment over a period of years.”

A recent review of the Applicant's collective patient data demonstrated an average
treatment duration of 14 months.

The criteria the Applicant uses to measure patient success is their entry into and
maintenance of full recovery. Full recovery is defined by varied aspects, as mentioned
in a previous response, including -but not limited to addressing mental health issues,
financial issues, occupational issues, medical issues, learning recovery / relapse
prevention skills, creating a healthy support network, and cessation of illicit drug use.
Cessation of illicit opioid use occurs rapidly and initially upon admission into methadone
treatment. Once a patient has entered full recovery they are often able to tolerate a

2! Medication-Assisted Treatment With Methadone: Assessing the Evidence, Catherine Anne Fullerton, M.D., M.P.H,,
Meelee Kim, M.A., Cindy Parks Thomas, Ph.D., D. Russell Lyman, Ph.D., Leslie B. Montejano, M.A., C.C.R.P., Richard H.
Dougherty; Ph.D., Allen S. Daniels, Ed.D., Sushmita Shoma Ghose, Ph.D., Miriam E. Delphin-Rittmon, Ph.D.
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tapering of their treatment medication such that they exit treatment entirely.” It has been
the Applicant’'s experience that the majority of patients are able to be weaned off of the
treatment medication over time once they have achieved full recovery.

The Applicant’s mission is to increase access to MAT to those so desperately in need.
The Director of The White House Office of National Drug Control, Michael Botticelli said
it best: “access to medication-assisted treatment can mean the difference between life

and death.” %

The assessment should also include:

1. A description of the geographic area to be served by the program;

Response: The Applicant has conducted an assessment of service area demographics,
geographical features and other data in order to determine an appropriate service area.

The proposed service area for the Crossroads facility in Johnson Clty is comprised of the eight
most northeastern counties in Tennessee consisting of Carter, Greene, “Hancock, Hawkins,
Johnson, Sullivan, Unicoi County, and Washington Counties.

2. Population of area to be served;

Response: As shown in the chart below, the service area’s total population is just under
600,000 residents and expected to grow by 13,910 residents between 2015 and 2019. The
current adult population (age 20+) is estimated at 452,389 in 2015 and is expected to grow to
470,448 in 2019, an increase of 18,059 persons.

Service Area Population

Total
2015 Population 2019 Population | 2015-2019- Growth | Percent Growth
Carter 57,359 | 57,828 469 0.8%
Greene 70,580 71,989 1,409 2.0%
Hamblen 64,438 65,952 1,514 2.3%
Hawkins 57,741 58,241 500 0.9%
Johnson 18,094 18,175 81 0.4%
Sullivan 159,494 161,707 2,213 1.4%
Unicoi 18,419, 18,558 139 0.8%
Washington 132,599 140,184 7,585 5.7%
Service Area 578,724 592,634 13,910 2.4%
Tennessee 6,649,438 6,894,997 245,559 3.7%

Source: Tennessee Department of Health Population Projections, Tennessee Counties and the State 2010-2020 (2013

update).

= Confronting an Epidemic: The Case for Eliminating Barriers to Medication-Assisted Treatment of Heroin and Opioid

Addiction,
Treatment.pdf

4825-5982-2372.17
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Service Area Population

Age 20 and Older

2015 Population 2019 Population | 2015-2019- Growth | Percent Growth
Carter 44,854 45,305 451 1.0%
Greene 54,469 55,714 1,245 2.3%
Hamblen 48,194 49,696 1,502 3.1%
Hawkins 45,451 47,788 2,337 5.1%
Johnson 14,541 14,624 83 0.6%
Sullivan 127,377 134,395 7,018 5.5%
Unicoi 14,395 14,640 245 1.7%
Washington 103,108 108,286 5,178 5.0%
Service Area 452,389 470,448 18,059 4.0%
Tennessee 4,965,696 5,181,190 215,494 4.3%

Source: Tennessee Department of Health Population Projections, Tennessee Counties and the State 2010-2020 (2013
update).

3. The estimated number of persons, in the described area, addicted to heroin or other
opioid drugs and an explanation of the basis of the estimate;

Response The Applicant estimates that there are between 8,800 and 21,500 adults in the
service area who are addicted to op|0|ds (heroin and prescription pain p||Is) This estimate is
derived using the following methods:*

2. SAMHSA reports that nationally adult heroin use was 0:1% in 2013 and non-medical
prescription pain medication use was 1.7% for adults. Combined, thls would yield 8,809
opioid abusers or opioid dependents from the proposed service area :

3. Tennessee's Department of Mental Health and Substance Abuse Services report,
"Prescription Drug Abuse In Tennessee" by the Safety Subcabinet Working Group,
reported that almost 250,000 Tennesseans older than 12 reported abusing prescription
opioids in 2009. This number was based on the National Survey of Drug Use and
Health, which estimates 212,000 adults 18 and over in Tennessee (4.4%) misused
prescription opioids in 2013. Applied to the service area adult-population, this means
there are approximately 21,500 opioid abusers or opioid dependents from the proposed

service area.

4. The estimated number of persons, in the described area, addicted to heroin or other
opioid drugs presently under treatment in OTP and other treatment programs;

Response: The Applicant attempted to get Registry Data of OTP (previously called NRMTF)
enroliment by county from TDMHSAS, but the Department has changed its policy and does not
now release this data publicly. However, the most recent Registry Data, released in 2008,
(Attachment C, Need, 1a), showed that 8,889 Tennessee-domiciled patients were enrolled in
Tennessee opiate treatment programs (not including Tennessee residents in out-of-state
programs) while the State's total population was 6,156,719, producing a rate of 144.4 patients
per 100,000 residents. Applying this rate to the total population in the Applicant's proposed

N Appllcant attempted to get Registry Data of NRMTF enroliment by county from TDMHSAS, but the Department does not
release this data publically. This is a policy change from prior NRMTF CONs where the data was provided
2% http://store.samhsa.gov/shin/content//NSDUH14-0904/NSDUH14-0904.pdf
-24-
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service area, means more than 700 patients are.estimated to need treatment in 2014. Further,
this estimate is likely low because of a) the epidemic growth of opiate abuse since 2008, and b)
the number of residents going to out-of-state programs.

- - - —¥&: Projected-rate ofintake-and factors-controlling-intake;—— - -~ —

Response: The Applicant projects that the rate of intake will be approximately 50 patients per
month. The factors controlling intake will include the mix of transfer patients versus new
patients (new patients require more time to admit), the number of staffing hours the Applicant
can secure from its medical doctors and the rate at which new patients will learn of our clinic.

6. Compare estimated need to existing capacity.

Also, consideration should be given to the reality that existing facilities can expand or reduce
their capacnty to maintain or treat-patients without large changes in overhead.

o
Response: Currently there is not a single OTP in the service area. With an estimated need for
OTP services in the proposed service area ranging from 8,800 to 21,500 persons, there is a
clear need for this Project. The Applicant expects that the overwhelming percentage of patients
‘who will use the proposed facility will live in the proposed service area.

Service Area
The geographic service area should be reasonable and based on an optlmal balance between
population density and service prOX|m|ty

Response: The proposed service area is the Johnson Clty-Klngspor‘c-Brlstol Combined
Statistical Area (CSA). The chart below prowdes an overview of the population in all
Metropolitan Statistical Areas (MSAs) and Mlcropolltan Statistical Areas in which there is
a Tennessee OTP, as well as the population in the Johnson City-Kingsport-Bristol CSA.
The service area CSA has a larger population than the populations where five existing
providers provide services. The service area population far exceeds the populatlon base
needed to support an OTP, as shown in the table below. As such, it is a reasonable
service area in terms of its ability to sustain an OTP provider,

-25-
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Number of
A 2014 population | Tennessee OTPs
Statistical Area estimate servirig

Statistical Area

Nashville-Davidson—Murfreesboro—Franklin, TN
Metropolitan Statistical Area

Memphis, TN-MS-AR Metropolitan Statistical
Area 1,343,230 3
Knoxville, TN Metropolitan Statistical Area 857,585 2
Chattanooga, TN-GA Metropolitan Statistical _
Area 544,559 1

Johnson City-Kingsport-Bristol, TN-VA

1,792,649 2

Combined Statistical Area 509,170 0
Jackson, TN Metropolitan Statistical Area 130,225 1
Dyersburg, TN Micropolitan Statistical Area 37,935 1
Paris, TN Micropolitan Statistical Area 32,204 1
Hardin County, TN (not part of a Metropolitan or

Micropolitan Statistical Area) 26,037 1
Maury County, TN (not part of a Metropoiltan or

Micropolitan Statistical Area) 83,772* 1

*Data is for 2013. }
Source: United States Census Bureau Population Estimates 2014 and Tennessee Department

of Health, Division of Policy, Planning and Assessment; 2013 Census

Curr’ently, the closest Tennessee OTP to the serwce area |s Iocated in Knoxville with a driving

from the cities of Johnson City, Bristol and Kingsport in the proposed serwce area.

The closest out of state OTP is another Crossroads’ facility, located in Weaverville, North
Carolina with a driving distance of 53 miles, or an approximately 56 minute one-way drive for
Johnson City residents. The following table prowdes driving distances and times for methadone
services from larger cities in the proposed service area to the proposed clinic in Johnson City,
and the nearest existing clinics located in Knoxville and Weaverville; North Carolina.

oTP Johnson City, TN Kingsport, TN Bristol, TN
0 minutes 28 minutes 36 minutes
Pro dC ads | i
egcsed Clessaasacalon 0 miles 23 miles 25 miles
Crossroads of WeaverVIIIe North 56 minutes 76 minutes 85 minutes
Carolina 53 miles 74 miles 76 miles
98 minutes 91 minutes 103 minutes
K ille, TN | i
RORVIS IO I D23 0002) 107 miles 99 miles 113 miles

Source: Google maps

Approving the proposed Project will greatly reduce the distance patients must travel to receive
OTP services, the time required to complete such daily travel, and the costs associated with
gas.and maintenance on a vehicle for such travel. Service area residents will finally have OTP
serviées within a reasonable driving distance from their homes.

-26-
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State and federal regulations require new patients to make these long commutes six to seven
days per week for up to three months. For the next three months of treatment, patients must
make this commute a minimum of 5 days per week, then 4 days per week for the next three
months, then 1 day per week thereafter. In other words, for the first year in treatment, patients
residing -in-the-service-area-must-travel- to-get -treatment-over-200- days per-year-and travel in -
excess of 20,000 miles, at a financial cost of thousands of dollars for gas and vehicle
maintenance alone. Approving this project would significantly increase patients’ ability to access
needed treatment while improving their ability to maintain a steady job and to enter “financial
recovery.”

For residents of the service area that are seeking to break the cycle of addiction, this is especially
difficult if they work in the morning, are parents of young children, have unreliable transportation
or struggle with thelr fi inances. The benefits of MAT depend on geographlc acceSS|b|I|ty
Northeast Tennessee who travel significant dlstances to the nearest OTP face a tremendous
hardship to maintain treatment. Of the barriers to treatment, geographic distance is at the top of
the list, even higher than access to healthcare insurance. Approving this project will significantly
increase access by area residents to the benefits of MAT and OTP treatment, and the likelihood
of success of the treatment.

The relationship of the socio-demographics of the service area and the projected
population to receive services should be considered. The proposal's sensitivity and
responsiveness to the special needs of the service area should be’'considered including
accessibility to consumers, particularly women, racial and ethnic minorities, and low-
income groups. '

Response: Crossroads will work closely with women, racial and ethnlc minorities, and low-
income groups. Crossroads will aid its patients in locating the proper resources for the
following services:

Support Groups

Clothing -

Financial Assistance

Employment Assistance

Food Programs / Pantries
Housing / Shelter ‘ i
Health Care (Primary:Care)
Mental Health (Emergency)
Individuals with Developmental Delays / Disabilities
Crisis Lines

Education

Counseling / Family Services

Crossroads offers free treatment (charity care) for all female patients who become pregnant and
cannot afford treatment services. Crossroads Management Entities also offer reduced cost or free
care to some patients who. demonstrate contlnuous program compliance but who are unable to
pay for treatment services.

Although 114 buprenorphine providers are available in the service area, their services are more
expensive, as the Applicant discusses in detail in response to Question C-Economic Feasibility-
11. The addition of Crossroads to the service area will provide service area residents with a less
costly alternative for treatment, thus increasing access for those who currently cannot afford care.

-27-
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In addition to daily charges that are in line with the industry average, and ablovemitheri25;t20h%nt
B.I, Crossroads Management Entities offer treatment to all patients for a ratqq 2i44 panday for the first
thirty days of treatment, giving them a period of time to obtain stable employment and enter “financial
recovery" and ultimately be in position to continue their treatment in the future.

Relationship to Existing Applicable Plans

The proposals' estimate of the number of patients to be treated, anticipated revenue from
the proposed project, and the program funding source with description of the organizational
structure of the program delineating the person(s) responsible for the program, should be
considered.

Response: The proposed project is financially feasible in both the short and long terms. The
Management Company will receive funding for its startup costs from a revolving line of credit
agreement with Ally Bank. Once operational, the project is expected to begin generating a profit in the
second year of operations. As shown ih the Revised Projécted Data Chart, the project is expected to
generate ($540,245) in net income over the first 12 months of operation, and $329,123 in the second
year of operations. Crossroads expects to serve 100 patients in the first month and be actively
providing treatment services to 697 patients by the twelfth month of operations.

Total revenue for the project is calculated each month by multiplying the number of patients by the
cost of 30 days of treatment services.

e The revenue formula has a built-in no-show fagtor, as the Applicant can only reasonably
expect that approximately 84% of all scheduled patients will present to receive all of their
dosage and treatment in a given month.

e The revenue formula also accounts for only half of all new patients in each month, as all
patients will not start treatment at the beginning of the month, and sorne will begin treatment at
the very end of the month. For example, if 100 new patients are expected to begin treatment in

_a given month, only 50 of those new patients will be accounted for in'the revenue formula.

The cost of methadone is subtracted from the total revenue to arrive at gross profits for each
month.

The proposed project is estimated to incur a total of $2,158,414 in operating expenses over the first
twelve months of operations. Payroll expenses constitute the majority of the operating expenses, at a
total of $961,255 for the first twelve months of operations. A detailed listing of the operating expenses
can be found in the Projected Data Chart in response to Question C-Economic Feasibility-4. The
proposed project will generate positive net income in the second year of operations. As shown in the
Revised Projected Data Chart, the project is expected to generate ($540,245) in net income over the
first 12 months of operation, and $329,123 in the second year of operations. Any shortfall is expected
to be met through the use of the revolving line of credit.

Crossroads Management Entities have managed the non-clinical operations of OTPs for 12 years.
Currently, Crossroads Management Entities manage existing centers in twelve locations, including
the Weaverville and Asheville, North Carolina centers. If Crossroads is approved, Crossroads
Management Entities will provide non-clinical operational support to Crossroads under a management
services agreement. By utilizing the centralized resources and existing infrastructure of Crossroads
Management Entities, Crossroads is able to realize economies of scale in recruiting, training, hilling
and other administrative functions. In addition, quality measures already in place at the existing
facilites managed :by Crossroads Management Entities will be seamlessly integrated into the
proposed Crossroads OTP.

Revised Page -28-

4810-7292-7275.1



48

The Applicant will provide for. personnel and staffing in accordance with Tennessee regulations,

including a desugnated program director, a medical director, phyS|C|an services, an on-site
prescriber of services, nursing care, a registered nurse to supervise the nursing staff, and
counselors available to provide individual and group counseling.

~Accordingly, the program director will be responsible for the operation of the facility, for overall
“compliance with federal, state and local laws and regulations regarding the operation of opioid
treatment programs, and for all facility employees including practitioners, agents, or other
persons providing services at the facility.: The medical director will be responsible for the
administration of all medical services, including compliance with all federal, state and local laws
and regulations regarding the medical treatment of opioid addiction. The director of nursing will
oversee the dosing nurse and any assistants. Counselors will work under the direction of a lead
counselor. ‘Administrative issues, such as lease management, billing, recruiting and training will
be handled by the parent company of the management company.

The proposals' relationship to policy as formulated in local and national plans, including
need methodologies, should be considered.

Response: The Applicant is not aware of a formal need methodology, either locally or
nationally. Discussions with CON_and TDMHSAS program staff have revealed that there are
not any utilization data available that would demonstrate what utilization rates, patient-origin, or
market shares are at existing providers. As such, the Applicant has relied on internal utilization
data from its history of prescribing at its other 12 OTP facilities.

The proposals' relationship to underserved geographic areas and underserved
population groups, as identified in local plans and other documents, should be a
significant consideration.

Response: The Applicant is not aware of any local plans-that explicitly identify underserved
geographic areas. Currently, there are no providers of equivalent services in the proposed
service area. As this application demonstrates, the next closest treatment center is 53 miles
away, which equates to approximately 56 minutes of driving time from the proposed facility.
Patients residing in the most populated portions of the service area are 120 minutes away from
services. As such, service area residents do not have reasonable access to the services the
Applicant proposes to offer, and. the proposed service area -could be considered a
geographically underserved area. :

The impact of the proposal on similar services supported by state approprlatlons should
be assessed and considered.

Response: There are no OTPs in the proposed service area, or anywhere in Tennessee, that
are supported by state approprlatlons As discussed in Section B.II.C, the pro;ected statewide
growth in demand for these services will ensure that no existing providers are adversely
impacted by this project. Furthermore, this project will draw the overwhelming majority of its .
patients from the primary service area. There is currently no data available from the state that
would allow the Applicant to determine what existing providers service patients in the service
area. However, as discussed earlier, the next closest facility is 53 miles away from the
proposed project’s site, in North Carolina. As such, the Applicant believes it is reasonable to
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assume that existing providers in Tennessee are not drawing a large proportion of their
patients from service area residents.

Moreover, the Applicant anticipates that 75% of its patients in the first year will be drawn from
patients previously seen at Crossroad’s OTPs in North Carolina. The remainder are expected
to be drawn from the patients that are not currently in treatment or who travel to programs
outside the region such as Knoxville, Tennessee; Boone, ‘North Carolina; or Cedar Bluff,

Virginia. .

The Applicant has no means of identifying the impact this project would have on residential
opioid treatment programs that might be supported by state appropriations. However, these
inpatiént programs are significantly more expensive than the Applicant’s proposed outpatient
treatment services, and are not an equivalent substitute for non-residential substitution-based
treatment programs'.

The degree of projected financial participation in the Medicare and TennCare programs
should be considered.

Response: The proposed project will not seek certification by Medicare because Medicare
patients rarely seek OTP services. TennCare has a methadone benefit for enrollees younger
than 21, and this facility will not serve patients younger than 18. The only eligible TennCare
patients would be patients 18 — 20 years of age. Very few patients in this age range seek
treatment. It is the Applicant’s understanding that only four TennCare eligible persons in the 18
— 21 age range received methadone treatment in 2014 in the entlre state of Tennessee. Thus,
the project will not financially burden TennCare. .

Crossroads Management Entities currently operate two OTPs in North Carolina that serve
patients from Tennessee. :Crossroads:of Weaverville and Crossroads: of Asheville currently
treat over 1,100 patients at these facilities and only six patients are between the ages of 18
and 21 and none of these patients reside in Tennessee. .

The process to become a TennCare provider and contract with MCOs involves a number of
operational issues that place financial and administrative burdens on a provider. Because of
the very limited number of eligible patients, the Applicant would spend more time negotiating
contracts than treating patients. If a TennCare MCO sends Crossroads a qualified TennCare
patient approved to receive methadone MAT, Crossroads will provide treatment services to the
- patient free of charge as a charity care patient. Until Crossroads begins operations in the Tri-
Cities area, it is not possible to determine the number of patients who will receive charity care
" under this provision. However, as mentioned, it is the Applicant's understanding that only four
TennCare-eligible patients were enrolled in OTPs in 2014. As such, the Applicant does not
expect it to be a large number.  No Medicaid/TennCare patients have presented for treatment at
the Applicant's North Carolina facilities. Therefore, the Applicant does not feel it is necessary to
seek any out-of-network relationships. If the situation changes, the Applicant will reevaluate at
that time. Crossroads will be. piloting Medicaid in early 2016 in locations where the state
provides coverage to qualified adults for these services. Crossroads will start in North Carolina
and Georgia. South Carolina, like Tennessee, does not cover MAT services for adults under its
Medicaid program, so Crossroads will not be implementing it in South Carolina. »

b. Applications that include a Change of Site for a health care institution, provide a
response to General Criterion and Standards (4)(a-c).
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Response: Not applicable.

STATE HEALTH PLAN

Tennessee Code Annotated Section 68-11-1625 requires the Tennessee Department of
Health’s Division of Health Planning to develop and annually update the State Health Plan
(found at http://www.tn.qov/finance/healthplanning/). The State Health Plan guides the

state in the development of health care programs and policies and in the allocation of
health care resources in the state, including the Certificate of Need program. The 5
Principles for Achieving Better Health form the State Health Plan’s framework and inform

the Certificate of Need program and its standards and criteria.

Please discuss how the proposed project will relate to the 5 Principles for Achieving Better
Health found in the State Health Plan. Each Principle is listed below with example questlons to
help the Appllcant in its thinking. INSERT HERE

1.

The purpose of the State Health Plan is to improve the health of Tennesseans.

Response: Tennesseans who are in MMT are in much better health than those

--trapped in-opioid addiction-:According to the CDC:

“It is estimated that at least 980,000 people in the United States are currently
addicted to heroin and other opiates (such -as oxycontin, dilaudid, and

.__hydrocodone). They risk premature death and often_suffer from HIV, hepatits Bor

C, sexually transmitted disease (STDs), liver disease from alcohol abuse, and other
physical and mental health problems. It is estimated that.5,000-10,000 IDUs die of -
drug over- doses every year . Many are involved with the criminal justice system.”

Further, according to the CDC:

“Methadone Malntenance Treatment Is the Most Effectlve Treatment for Opiate
Addiction” ¥ :

Every citizen should have reasonable access to health care.

Response: The proposed servuce area has no access to MMT. Approvmg this
CON will provide access to a much needed health care resource for service area
residents.

The ‘State’s health ‘care resources should be developed to address the needs of
Tennesseans while encouraging competitive markets, economic efficiencies, and
the continued development of the State’s health care system

Response: Today, patients drive hundreds of unnecessary miles to many
programs in at least three different states to get the treatment they and their
doctors deem best. The proposed program would be significantly more efficient

% http:/iwww.cdc.gov/idu/facts/MethadoneFin.pdf
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and bring local access to many who need, desire, and deserve this form of
treatment.

Every citizen should have confidence that the quality of health care is continually
monitored and standards are adhered to by health care providers.

Response: MMT in the United States is one of the most regulated healthcare
delivery systems in the world to ensure safety and patient quality of care. It is
highly regulated at the State and Federal level.

Conversely, at the 114 buprenorphine providers that currently exist in the proposed
service area, the Tennessee Department of Mental Health and Substance Abuse

Services has this to say:

“The Department of Mental Health and Substance Abuse Services recognizes that
there is a place for buprenorphine ( i.e. suboxone, subutex, etc . ), an additional
medication used in the treatment of prescription drug disorders, in the continuum of
treatment modalities. However, the Department is concerned about the oversight
and/ or regulatlons governing buprenorphine. The Department has noted problems
with the efficacy in outcomes for buprenorphine treatment and the lack of a person
- centered treatment plan that includes other essential treatment strategies

including clinical therapy.” B

Crossroads regularly evaluates its program structure and treatment services
through surveys, self-assessments, evolving field-recognized research and external
audits. Findings from these sources are utilized to prepare performance analysis
and improvement plans to optimize the Program s structure and services and to
ensure patients continue to receive the best possible outcomes. The Applicant will
meet or exceed all minimum program requirements for Non-Residential
Substitution Based Treatment Centers for Opioid Addiction, as put forth in the
Rules of TDMHSAS.

The étate should support the development, recruitment, and retention of a sufficient
and quality health care workforce.

Response: Approving this CON would prowde the first of this type of MMT quality
health care workforce in the proposed service area. The proposed program would

" hire and train Tennessee nurses, counselors and doctors from the local community.

2. Describe the relationship. of this project to the Applicant facility’s Iohg-‘r,ange development
plans, if any.

Response: The Applicant's long-term plan is to evolve, maintain and practice a highly
effective model of integrated treatment for those suffering physically, mentally,
emotionally and spiritually from drug abuse and dependency. This project will enable the
Applicant to provide a better treatment experience to patients in this region, as this
treatment is currently unavailable.

3. Identify the proposed service area and justify the reasonableness of that proposed area.
Subniit a county level map including the State of Tennessee clearly marked to reflect the

4825-5982-2372.17
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~service area:- Please-submit-the map: on-8-1/2” x-11" sheet of-white paper marked
only with ink detectable by a standard photocopier (i.e., no highlighters, pencils,
etc.).

‘Response: Please see Attachment C, Need 3-for a-map of the service area. The
proposed service area for the Crossroads facility in Johnson City is comprised of the eight
most northeastern counties in Tennessee: Carter, Greene, Hancock, Hawkins, Johnson,
Sullivan, Unicoi County, and Washington Counties.

The proposed service area offers significantly improved access to patients trying to break
the cycle of addiction. Currently, the closest Tennessee OTP to the service area 'is
located in Knoxville, with a driving distance of over 100 miles, or an approximately 1 hour
and 40 minute one-way drive time from the cities of Johnson City, Bristol and Kingsport in
the proposed service area. As the chart below shows, the distance patients need to travel
to receive OTP services will be greatly reduced by approving the Applicant’s proposed
project. Service area residents will finally have OTP services within a reasonable driving
distance from their homes.

The closest out of state OTP is located in Weaverville, North Carolina with a driving
distance of 53 miles, or an approxumately 56 minute one-way drive for Johnson City
_residents. The following table provides driving distances and times for methadone
services from larger cities in the proposed service area to the proposed clinic in Johnson
City, and the nearest existing clinics located in Knoxville and Weavervule ‘North Carolina.

OoTP - Johnson City, TN | Kingsport, TN Bristol, TN
Proposed Crossfoads :0:minutes 28 minutes 36 minutes
location 0 miles 23 miles 25 miles
Crossroads of Weaverville, 56 minutes 76 minutes 85 minutes
North Carolina 53 miles 74 miles 76 miles
Knoxville, TN (2 OTP 98 minutes 91 minutes 103 minutes
locations) 107 miles 99 miles 113 miles

Source: Google Maps

The table below shows the distance from the proposed location to:

Round-trip
Program Distance (miles)
from proposed
site
Crossroads; Weaverville, NC 97

Stepping Stone, Boone, NC 115
McLeod Center, Boone, NC 118
_ Crossroads, Asheville, NC 140
Western TC, Asheville, NC 144
Clinch Valley TC, Cedar Bluff, VA 177
DRD clinics (2), Knoxville, TN 208
Life Center, Galax, VA 278
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The proposed service area is in the Johnson City-Kingsport-Bristol Combined Statistical Area
(CSA). The chart below provides an overview of the population in all Metropolitan Statistical
Areas (MSAs) and Micropolitan Statistical Areas in which there is a Tennessee OTP, as well as
the population in the Johnson City-Kingsport-Bristol CSA. The service area CSA has a larger
population than the populations where five of the existing providers provide services. The service
area population far exceeds the population base needed to support an OTP, as shown in the
table below. As such, it is a reasonable service area in terms of its ability to sustain an OTP

provider.

Number of

. = _ 2014 population | Tennessee OTPs
Statistical Area estimate serving

Statistical Area

Nashville-Davidson-Murfreesboro—

Franklin, TN Metropolitan Statistical Area 1,792,649 2
Memphis, TN-MS-AR Metropolitan '

Statistical Area 1,343,230 3
Knoxville, TN Metropolitan Statistical Area 857,585 2
Chattanooga, TN-GA Metropolitan

Statistical Area 544,559 _ 1
Johnson City-Kingsport-Bristol, TN-VA

Combined Statistical Area . 509,170 0
Jackson, TN Metropolitan Statistical Area 130,225 1
Dyersburg, TN Micropolitan Statistical

Area 2 37,935 ; 1
Paris, TN Micropolitan Statisticél- Area 32,204 1

Hardin County, TN (not part of a
Metropolitan or Micropolitan Statistical :
Area) 26,037* 1
Maury County, TN (not part of a
Metropolitan or Micropolitan Statistical
Area) 83,772* 1
* Data is for 2013. A

Source: United States Census Bureau Population Estimates 2014 and Tennessee Department of
Health, Division of Policy, Planning and Assessment, 2013 Census

4. A Describe the demographics of the population to be served by this proposal.

Response: As shown in the chart below, the service area’s total population is over
600,000 residents and expected to grow by 13,910 residents between 2015 and 2019.
The current adult population (age 20+) was 452,389 in 2015 and is expected to grow to
470,448 by 2019, or an increase of 18,059 persons. '
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_..Service Area Population

Total
2015 Population 2019 Population | 2015-2019- Growth Percent Growth
Carter _ 57,359 57,828 469 | 0.8%
Greene 70,580 71,989 1,409 - 2.0%
Hamblen 64,438 65,952 "1,514 2.3%
Hawkins - 57,741 58,241 500 0.9%
Johnson 18,094 18,175 - 81 0.4%
Sullivan 169,494 161,707 2,213 1.4%
Unicoi 18,419 18,558 139 0.8%
Washington 132,599 140,184 7,585 5.7%
Service Area 578,724 592,634 13,910 2.4%
Tennessee 6,649,438 6,894,997 245,559 3.7%
Source: Tennessee Department of Health Population Projections, Tennessee Counties and the State 2010-2020 (2013
update). '
Service Area Population
Twenty and Older
2015-Population- -| - 2019 Population - | 2015-2019- Growth | -Percent Growth
Carter 44,854 45,305 ' 451 ' 1.0%
Greene 54,469 55,714 1,245 2.3%
Hamblen 48,194 49,696 | 1,502 3.1%
Hawkins 45,451 47,788 . 2,337 5.1%
Johnson 14,541 14,624 83 0.6%
Sullivan 127,377 134,395 . 7,018 5.5%
Unicoi 14,395 14,640 245 1.7%
Washington 103,108 108,286 5,178 5.0%
Service Area 452,389 470,448 18,059 4.0%
Tennessee 4,965,696 5,181,190 215,494 4.3%

Source: Tennessee Dep

update).

4825-5982-2372.17
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Additional information on the demographics of the proposed service area is included

below.

Variable Carter Greene | Hamblen | Hawkins | Johnson | Sullivan Unicoi Wa;zging Svc Area Ter;réess

Current

Year (CY), _ .

Age 65+ 11,279 14,144 11,522 11,739 3,748 34,287 4,029 22,369 | 113,117 | 782,937

Projected

Year (PY), 1,134,56

Age 65+ 12,208 15,120 12,198 13,425 4,014 38,477 4,318 17,707 | 117,467 5

Age 65+,

% Change 8.2% 6.9% 5.9% 14.4% 71% | 12.2% 7.2% -20.8% 3.8% 44.9%

Age 65+,

% Total

(PY) 21.1% 21.0% 18.5% 23.1% 22.14% 23.8% 23.3% 12.6% 19.8% 16.5%

CY, Total 6,649,43

Population 57,359 70,580 64,438 57,741 18,094 | 159,494 18,419 | 132,599 [ 578,724 8

PY, Total 6,894,99

Population 57,828 71,989 65,952 58,241 18,175 | 161,707 18,558 | 140,184 | 592,634 7

Total Pop.

% Change 0.8% 2.0% 2.3% 0.9% 0.4% 1.4% - 0.8% 5.7% 2.4% 3.7%

TennCare 1,324,20

Enrollees 12,298 14,126 14,502 12,701 4,233 30,453 3,817 21,634 | 113,764 8

TennCare .

Enrollees

asa % of

Total

Population 21.4% 20.0% 22.5% 22.0% 23.4% 19.1% 20.7% 16.3% 19.7% 19.9%

Median . ’
Age 42.8 43.2 39.3 42.7 43.7 44 44.9 39.6 42.526 38.2

Median

Household $ $ $

Income . $31,842 | $35,545 39,596 | $37,357 | $29,609 | $39,479 | $32,292 42,075 | $35,974 44,298

Population

% Below

Poverty

Level 22.9% 22.0% 19.2% | 16.2% '26.4% 18.3% 21.7% 18.3% 20.6% 17.6%

Sources: Population from Tennessee Department of Health. Population Projections, Tennessee Counties and the State 2010-2020

(2013 update)

Median Age and Household Income

Facts data

from the American Community Survey 5 year estimates, 2009-2013.
Percent persons below poverty line and median household income are for 2009-2013, as reported by the

U.S. Census in its Quick

Please note the percent below poverty line, median income and median age for the service area is an average for the individual

counties

TennCare Enrollees from TennCare Midmonth Report for November 2014.

B.

Describe the special needs of the service area population, including health

disparities, the accessibility to consumers, particularly the elderly, women, racial
and ethnic minorities, and low-income groups. Document how the business plans

4825-5982-2372.17
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~of the-facility- will -take -into' consideration-the “special-needs of the"service area
population.

‘Response: Traveling 100 miles round-trip for doctor-prescribed treatment is difficult
—for any pepulation; but it is-especially difficult ‘for low-income patients, pregnant
women, and patients with small children. As discussed in detail in response to
question.C.3, the closest OTP in Tennessee is currently located in Knoxville, which
is 99 miles away from Johnson City residents, and 113 miles away from Biristol
residents so the commute is generally over 200 miles round trip. Making such a
long commute twice a day is a great burden on patients, and is one that can be
removed by approving the Applicant's proposed project. This program will ease the
burden on all people trying to break free of addiction, but especially low-income
- patients, pregnant women, and patients with small children.

'C'roséroads will work closely with women, racial and ethnic minorities, and low-income
groups. Crossroads will aid its patients in locating the proper resources for the

following services: ,

Support Groups
- Clothing- -
Financial Assistance
'Employment Assistance
Food Programs / Pantries
- Housing / Shelter
Health Care (Primary Care)
Mental Health (Emergency)
Individuals with Developmental Delays / Disabilities
Crisis Lines
Education
Counseling / Family Services

Female patients who become pregnant and cannot afford treatment services will receive
free treatment as charity care patients. Crossroads will also offer reduced .cost or free care
to some patients that demonstrate continuous program compliance but who are unable to
pay for treatment services. The number of charity care patients seen at Crossroads
Management Entities OTPs varies by location. Until Crossroads begins operations in the
Tri-Cities area, it is not possible to determine the number of patients who will receive
charity care or services at a reduced cost. ‘ '

5. Describe the existing or certified services, including approved but unimplemented CONs,
of similar institutions in the service area. Include utilization and/or occupancy trends for
each of the most recent three years of data available for this type of project. Be certain to
list each institution and its utilization and/or occupancy individually. Inpatient bed projects
must include the following data: admissions or discharges, patient days, and occupancy.
Other projects should use the most appropriate measures, e.g., cases, procedures, visits,
admissions, etc. :

Response: There are no OTPs in the proposed service area, and the Applicant is
unaware of any active or unimplemented CONs for such services. The Applicant
attempted to get Registry Data of OTP (previously referred to as NRMTF) enrollment
by county from TDMHSAS; but the Department does not release this data publically.
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As such, there is no available data to provide information on admissions or
discharges at existing facilities for the last three years. The most recent release of
Registry Data was for CY 2008 and is included in Attachment C; Need, 1a.

6. Provide applicable utilization and/or occupancy statistics for your institution for each of the
past three (3) years and the projected annual utilization for each of the two (2) years
following completion of the project. ~Additionally, provide the details regarding the
methodology used to project utilization. The methodology must include detailed

~ calculations or documentation from referral sources, and identification of all assumptions.

Response: This application is for a new OTP in Johnson City. As such, there is no
historical utilization data available. '

Crossroads expects to serve 100 patients in the first month and be actively providing
treatment services to 697 patients by the twelfth month of operations. By the second
year of operation, the Applicant expects it will provide services to 1,108 patients.
Crossroads projects that a larger number of new patients will seek services during the
first two months of operations. Many of these will be patients that are currently
seeking treatment at existing OTPs further away from their homes. Crossroads will
continue to treat these patients, and will also provide services to new patients each
month. Many OTP patients are self-referrals. Patients may also come from inpatient or
outpatient drug rehabilitation programs, primary physicians, hospitals, counselors,
self-help programs, addiction support groups, and the criminal justice system.

The Applicant estimates that there are between 8,800 and 21,500 adults in the service

--area who-are addicted-to-opioids (heroin and-prescription pain pills). These numbers
are based on reports from SAMHSA and the Tennessee Department of Mental Health
Substance Abuse Service Report. The Applicant also attempted to get Registry Data
of OTP (previously called NRMTF) enroliment by county from TDMHSAS, but the
Department does not release this data publically. This is a policy change from prior
'CONs where the data was provided. However, the most recent release of Registry
Data was for CY 2008 (Attachment C, Need, 1a), which showed that 8,889
Tennessee-domiciled patients were enrolled in Tennessee opiate treatment programs
(not including Tennessee residents in out-of-state programs) and the State's
population was 6,156,719, or a rate of 144.4 patients per 100,000 residents. Applying
this rate to Applicant's proposed service area, means 707 patients are estimated to
need treatment in 2014, which is likely a low estimate because of a) the epidemic
growth of opiate abuse since 2008, and b) the number of residents going to out-of-
state programs. In addition, between 2008 and 2019, -the adult population in the
service area is projected to increase from 420,846 adults to 470,448 adults, or an
increase of 11.8 percent.

The Applicant ‘anticipates that it will take approximately two months for the 300
Tennessee patients who are currently utilizing its treatment centers in North Carolina
to be fully transferred to the Crossroads facility in Johnson City. It then projected that
the number of patients would grow 50 a month for thé remaining 10 months of the first
year and approximately 40 patients a month for the second year, so that the number
of patients at the end of the first year is 697 and 1,108 at the end of the second year.
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. These patients are anticipated to come from the service area residents who currently
do not receive treatment now, those residents who choose not to travel the distances
that are necessary to receive methadone treatment, and/or those residents who are
currently receiving treatment at other facilities but who will choose to switch to

- Crossroads- because it is ‘a much closer alternative;-which-will provide-the benefits of
treatment along with the convenience of not having to travel significant distances.
Comparing this to the estimates of the number of affected patients above, and
considering that there are currently no methadone treatment centers in the service
area, shows that this is a reasonable methodology to project utilization.

ECONOMIC FEASIBILITY
1. Provide the cost of the project by completing the Project Costs Chart on the following
page. Justify the cost of the project. ' '

4825-5982-2372.17

-All projects should have a project cost of at least $3,000 on Line F. (Minimum CON
Filing Fee). CON filing fee should be calculated from Line D. (See Application

Instructions for Filing Fee)

The cost of any lease (building, land, and/or equipment) should be based on fair
market value or the total amount of the lease payments over the initial term of the
lease, whichever is greater. Note: This applies to all equipment leases including
by pracedure or “per click” arrangements. The methodology used to determine the
total lease cost for a “per click” arrangement must include, at a minimum, the
projected procedures, the “per click” rate and the term of the lease.

The cost for fixed and moveable equipment includes, but is not necessarily limited
to, maintenance agreements covering the expected useful life of the equipment;
federal, state, and local taxes and other government assessments: and installation
charges, excluding capital expenditures for physical plant renovation or in-wall
shielding, which should be included under construction costs or incorporated in a
facility lease. '

For projects that include new construction, modification, and/or renovation;
documentation must be provided from a-contractor and/or architect that support
the estimated construction costs. - : '

Response: Please see Attachment C-Economic Feasibility-1 for a copy of a letter
from the architect that supports the estimated costs for the construction costs.

The building will meet all applicable local, state and federal requirements for the
proposed location’s use as a nonresidential substitution-based treatment center for
opiate addiction. The architect's estimate includes the Land Purchase of $295,000
as well as the Building and Architect fees of $1,154,600 for a total of $1,449,600.
The Applicant is currently working to ensure that its proposed location will meet
local zoning ordinances.
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PROJECT COSTS CHART

A. Construction and equipment acquired by purchase:
1. Architectural and Engineering Fees

2. Legal, Administrative (Excluding CON Filing Fee),
Consultant Fees

Acquisition of Site
Preparation of Site

Construction Costs

Fixed Equipment (Not included in Construction Contract) -

3

4

5

6. Contingency Fund
7

8 Moveable Eqﬁipment (List all’ equipment over $50,000)
9

Other (Specify)

B. Acquisition by gift, donation, or lease:

1. Facility (inclusive of building and land)
2 Building only
3. Land only
4. - Equipment (Specify)
5 Other (Specify)
C. Financing Co‘sfs and Fees:
1\_. Interim Financing

2. Underwriting Costs
3. Reserve for One Year's Debt Service

4.  Other (Specify)

D.  Estimated Project Cost (A+B+C)
E. CON Filing Fee

F.  Total Estimated Project Cost

(D+E) TOTAL

-40 -
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$46.400

$80,000
$295,000

$268.200

$840,000

$166,060

$20,000

$111.000

$1,826,660

$4,110

$1,830,770
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Identify the funding sources for this project.

Please check the applicable item(s) below and briefly summarize how the project will be
financed. - (Documentation for the type of funding MUST be inserted at the end of the
application, in the correct alpha/numeric order and identified as Attachment C,
Economic Feasibility-2.)

A Commercial loan--Letter from lending institution or guarantor stating favorable
initial contact, proposed loan amount, expected interest rates, anticipated term of
the loan, and any restrictions or conditions;

B. Tax-exempt bonds--Copy of preliminary resolution or a letter from the issuing
authority stating favorable initial contact and a conditional agreement from an
underwriter or investment banker to proceed with the issuance;

C. General obligation bonds—Copy of resolution from lssumg authority or minutes
from the appropriate meeting.
D. Grants--Notification of intent form for grant application or notice of grant awétd; ot
--E~ - - -Cash-Reserves--Appropriate documentation from Chief Financial Officer.
F. Other—ldentify and document funding from all other sources.

Response: See Attachment C, Economic Feasibility-2 for a letter and materials
documenting the funding.

Discuss and document the reasonableness of the proposed project costs. If appllcable
compare the cost per square foot of construction to similar projects recently approved by
the Health Services and Development Agency.

Response: The total project costs for this project are $1,826,660. This includes all
capital costs, labor costs, professional fees, site acquisition, construction costs, and a
contingency fee. The Applicant believes these costs are reasonable. Given that the
costs for the proposed project are less than Recovery of Columbia’s, despite the six
years that have passed, the Applicant believes the proposed project costs are very
reasonable.

The most recently approved CON for a similar project was Recovery of Columbia in Maury
County, the application for which was filed in 2009. According to Recovery of Columbia’s
CON application, its total project costs were $776,251. Previous projects were all
proposed over 6 years ago, so while their costs were Ilkely reasonable at the time of
application, the costs do not provide a useful comparison to what a project would
reasonably cost in 2015. According to Paris Professional’'s CON application for an OTP in
Henry County, the construction costs for the project were approximately $10.50 per
square foot. Additional information on project costs was not immediately available from
Paris Professional’s application, so the Applicant is unable to make a comparison on total.
project costs. Mid-South MMT’s CON application for a facility in Dyer County projected a
total project cost of $108,400, and required no construction. Previously approved OTPs
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appear to have projected costs between $31,850 (Solutions of Savannah), to $530,100
(Memphis Center for Research and Addiction).

4, ' Complete Historical and Projected Data Charts on the following two pages--Do not
modify the Charts provided or submit Chart_substitutions! Historical Data Chart
represents revenue. and expense information for the last three (3) years for which
complete data is ‘available for the institution. Projected Data Chart requests information
for the two (2) years following the completion of this proposal. Projected Data Chart
should reflect revenue and expense projections for the PrOposal Only (ie., if the
application is for additional beds, include ant|0|pated revenue from the proposed beds

only, not from all beds in the facility).

Response: Please see the charts on the following pages. This is an application for ar{e"\ﬂr’/
project. Therefore, there is no historical data to report on the Historical Data Chart.... = ¢,

5. Please identify the project's average gross charge, average -deductioft from operatirig"
revenue, and average net charge.

Response: The Applicant will charge $14/daily dose of medlcatlon prélwded Patients
will receive one dose every day except for Saturday, when they will receive two doses-
one of which will be taken home for use on Sunday. There are no other sources of
revenue. There are no envisioned deductions from operating revenue and as a result
our average net charge will be $14/dose. The $14/dose the patients pay will cover more
than just their methadone dosage. The charge will also cover the patient intake,
laboratory work, physician assessment and counseling. More detail on what the fees
include is included in the chart in response to question 11, below.

42 -
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HISTORICAL DATA CHART Not applicable.
. Give information for the last three (3) years for which complete data are available for the
facility or agency. The fiscal year begins in (Month). _
Year Year__ Year

A. Utilization Data (Specify unit of measure)

B. Revenue from Services to Patients

1. Inpatient Services ., - $ , $ $

Outpatient Services
Emergency Services

Rl

Other Operating Revenue
(Specify)

Gross Operating Revenue $_ $ $

C. Deductions from Gross Operating Revenue
1. Contractual Adjustments $_ $ $

2. Provision for Charity Care

3. Provisions for Bad Debt

Total Deductions $ ' $ : 3

NET OPERATING REVENUE $____ s $_
D. Operating Expenses |
1. Salaries and Wages : , $__ $ )
3. Supplies
4. Taxes
5. Depreciation
6. Rent
7. Interest, other than Capital
8. Management Fees:

a. Fees to Affiliates

b. Fees to Non-Affiliates

9. Other Expenses — Specify on separate page 12

| Total Operating Expenses $___ $ $
E. Other Revenue (Expenses) —~ Net $ $_ $
(Specify) - ,.
NET OPERATING INCOME (LOSS) $_ $ $
F. Capital Expenditures
1. Retirement of Principal $ $ $
2. Interest - i
Total Capital Expenditures $_ . $ $_
NET OPERATING INCOME (LOSS) '
LESS CAPITAL EXPENDITURES $ $ $.

4825-5982-2372.17
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HISTORICAL DATA CHART
Give information for the last three (3) years for which complete data are available for the

facility or agency. The fiscal year begins in January (Month). R
Asheville Weaverville
Year 2014  Year 2014
A. _ Utilization Data (Specify unit of measure)-Patients 657 495

B. Revenue from Services to Patients
1. Inpatient Services _
2. Outpatient Services $2,482,122  $1,931,172

3. Emergency Services :
4, Other Operating Revenue
(Specify), e
Gross Operating Revenue $2,482,122  $1,931,172

C. Deductions from Gross Operating Revenue
1. -Contractual Adjustments 5 $
2. Provision for Charity Care
3. Provisions for Bad Debt

Total Deductions § S

NET OPERATING REVENUE ‘ $2,482,122 $1,931,172
D. Operating Expenses c

1. Salaries and Wages $787,555  $684,835

2. Physiclan's Salaries and Wages ’ $194,769 = $76,481

3. Supplies $200,879 $150,738

4. Taxes ‘ $221,000  $125,000

5. Depreciation $20,595 $60,134

6. Rent $112,757  $31,600

7. - Interest, other than Capital "

8. Management Fees:*

% *

a. Fees ta Affiliates’ : 4
b. Fees to Non-Affillates : _ *
0. Other Expenses — Specify on separate page 12 $291,050  $236,498
Total Oparating Expenses $1,607,826 $1,095,411

E. Other Revenue (Expenses) — Net ' $ $
(Specify), : |
" NET OPERATING INCOME (LOSS) j $874,296 $835,761
F. Capital Expenditures ' '
1. Retirement of Principal $ $__
2. Interest - : . e e
| Total Capital Expenditures $__ . $_
NET OPERATING INCOME (LOSS) $874,296  $835.761

LESS CAPITAL EXPENDITURES

*Therc are no management fee expenses as the management fee expense in the PC is offset by the
management fee revenue for the LLC.



SUPPLEMENTAL #2
November 25, 2015
12:11 pm
HISTORICAL DATA CHART-OTHER EXPENSES

64

OTHER EXPENSES CATEGORIES Asheville Weaverville
Year 2014 Year 2014

1. | Utilities $40,394 $34,842
2. | Licenses $35,400 $32,650
3. | Insurance _ $36,902 $33,850
4. | Lab Fees | $39,604 $36,961

5. | Travel $18,098 $15,283
6. | Banking Fees $40,855 $32,117
7. | Marketing | $14,195 $9,655

8. | Computer/Software Fees  |s27435 $9,875

9. | Security — $38,167 $31,265

Total Other Expenses _ $291,050 $236,498

4813-4758-6091.2
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Give information for the two (2) years following the completion of this prega. phie fiscal year

begins in January (Month).

Revised Page -44-
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Year 2016 Year 2017
A. Utilization Data (Census) 697 1,108
B. Revenue from Services to Patients
1. Inpatient Services $ $
2. OQutpatient Services $1,668,215 $3,826,645
3. Emergency Services
4. Other Operating Revenue
(Specify)
Gross Operating Revenue $1,668,215 $3,826,645
C. Deductions from Gross Operating Revenue
1. Contractual Adjustments $ $
2. Provision for Charity Care $50,046 $114.800
3. Provisions for Bad Debt ,
Total Deductions $50,046 $114,800
NET OPERATING REVENUE $1,618,169 $3,711,845
D. Operating Expenses
1. Salaries and Wages $884.474 $1,768,447
2. Physician's Salaries and Wages $76,781 $136,500
3. Supplies $81,487 $146,777
4. Taxes $159,406 $310,397
5. Depreciation $30,000 $30,000
6. Rent $128.457 $132,311
f. Interest, other than Capital $33,024 $33,024
8. Management Fees:*
a. Fees to Affiliates
b. Fees to Non-Affiliates $600,000 $600,000
9. Other Expenses-Utiities, Licenses, Insurance, Lab Fees, $164,785 $225,266
Travel, Banking Fees, Marketing, Computer/Softiware Fees,
Security
Total Operating Expenses $2,158,414 $3,382,722
E. Other Revenue (Expenses)- Net (Specify) $ $
NET OPERATING INCOME (LOSS) $-540,245 $329,123
F. Capital Expenditures
1. Retirement of Principal $ )
2. Interest
Total Capital Expenditures $___. -0- $ -0-
NET OPERATING INCOME (LOSS)
LESS CAPITAL EXPENDITURES $-540,245 $329,123
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PROJECTED DATA CHART-OTHER EXPENSES

OTHER EXPENSES CATEGORIES -Year 2016-- | Year 2017
1. | Utilities $17,000 $17,300
2. | Licenses $20,000 $10,500
3. | Insurance $18,024 $19,826
4. | Lab Fees $19,550 $61,950
5. | Travel $10,225 $9,000

6. | Banking Fees $23,082 $50,686
7. | Marketing $8,020 $7,020

8. | Computer/Software Fees $15,500 $15,600
9. | Security $33,384 $33,384

Total Other Expenses $164,785 $225,266

Revised Page -45-
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6. A. Please provide the current and proposed charge schedules for the proposal.
Discuss any adjustment to current charges that will result from the implementation
of the proposal. Additionally, describe the anticipated revenue from the proposed

project and the impact on existing patient charges.

Response: As this is not an existing facility, there are currently no charges for revenues
from existing charges. The full fee schedule for methadone maintenance treatment can
be found in Attachment C-Economic Feasibility-6. The intake fee will be waived for all
new and transfer patients. Patients will be charged $14.00 for their methadone dosage
on a daily basis. Other services, which may be needed by some patients (pregnancy
‘test, use of a lockbox, lab fees) incur additional fees, which can be found on the Fee
“Sheet in Attachment C-Economic Feasibility-6 at the back of this application. In addition
" to daily charges that are in line with the industry average, Crossroads Management
Entities offer treatment to all patients for a rate of $1 per day for the first thirty days of

' _treatment, giving patients a period of time to obtain viable employment and enter
"financial recovery" in order to ultlmately be in a position to continue their treatment in

the future.

The costs associated with methadone MAT are much less than narcotics purchased on
the street by these same persons prior to their enroliment. The proposed services are
projected to cost $14.00 per day after the initial intake period. As shown in the Pro;ected
Data Chart above, revenues from services to patlents are expected to be $1,668,215 in
the first year of operations. The proposed project is a new OTP program located in an
area with no existing providers. Therefore, there will be no impact on existing patient

charges in the service area.

B. Compare the .proposed charges to those of similar facilities in the service
area/adjoining service areas, or to proposed charges of projects recently approved
by the Health Services and Development Agency. - If applicable, compare the
proposed charges of the project to the current Medicare allowable fee schedule by
common procedure terminology (CPT) code(s).

Response: There are no eX|st|ng OTP providers in the service area. The closest
Tennessee OTP providers to the service area are in Knoxville. The current fees for the
proposed program as well as those at several existing facilities, including those in Knoxville
are shown below for comparlson The chart below calculates Crossroads’ weekly fee by
multiplying the daily fee by seven. The facility is open for dosing 7 days a week. The
proposed fees for Crossroads for the initial month are lower than those at existing OTPs.in
Knoxville and other areas of the state. For subsequent weeks, the fees are lower than two
of the other three facilities, and are only slightly higher than those at Recovery of
Columbia. These proposed fees are the same as what is charged at the Weaverville and
Asheville facilities. As such, the Applicant believes these fees are reasonable for an OTP
in the Tri-Cities area, and will allow our services to be financially accessible to service area

patients.

- 46 -
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November 25, 2015
Intake Daily Weekly | First W2ek's priiubsequent
Fee Fee Fee Cost Weeks' Cost
Crossroads waived $14.00 , $98.00 $98.00
DRD Knoxville Medical Clinic
(both locations) $60 $116 $176 $116
Recovery of Columbia $30 $94.50 $125 $94.50
Middle Tennessee Treatment .
Center $30 $111 $141 $111

Source: Phone Conversation with BHG Recovery Staff on April 10, 2015.

w Discuss how projected utilization rates will be sufficient to maintain cost-effectiveness.

Response: Crossroads expects to serve 100 patients in the first month and be actively
providing treatment services to 697 patients by the twelfth month of operations. The full
patient census model is included below, and accounts for patients transitioning to other
modes of care starting in the sixth month of operations. Crossroads projects that a larger
number of new patients will seek services during the first two months of operations. Many
of these may be patients that are currently seeking treatment at existing facilities further
away from their homes. Crossroads will continue to treat these patients, and will also
provrde sefvices to.new patients each month.

~Furthermore, Crossroads Management ~Entities “manage —existing - centers—in--eleven:
locations, including the Weaverville and Asheville, North Carolina centers. If the Applicant
is approved for this project, Crossroads Management Entities will provide non-clinical
operational support to Crossroads under a management services agreement. By utilizing

~the-centralized resources-and existing-infrastructure-of Crossroads-Management Entities,.
Crossroads is able to realize economies of scale in recruiting, training, billing and other
administrative functions. '

8. Discuss how financial viability will be ensured within two years; and demonstrate the
availability of sufficient cash flow until financial viability is achieved.

Response: The proposed project is financially feasible in both the short and long terms.
The Management Company anticipates receiving funding for its startup costs from a
revolving line of credit agreement with Ally Bank. Once operational, the project is
expected to begin generating a profit in the second year of operations. The Applicant
estimates that 300 patients will transfer from Crossroads Management Entities’ oTP
locations ih other states to the proposed project in Johnson City within the fi rst three
months. The Applicant bases these estimates on a near identical program opening in
Danville, Virginia.

The proposed project will generate positive net income in the second year of operations.
As shown in the Revised Projected Data Chart, the project is expected to generate
($540,245) in net income over the first 12 months of operation, and a net income of
$329,123 in the second year of operations. Any shortfall is expected to be met through
the use of the revolving line of credit.

9. Discuss the project’s participation in state and federal revenue programs including a
description of the extent to which Medicare, TennCare/Medicaid, and medically indigent
patients will be served by the project. In addition, report the estimated dollar amount of
revenue and percentage of total project revenue anticipated from each of TennCare,
Medicare, or other state and federal sources for the proposal’s first year of operation.

Revised Page -47-
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Response: The proposed project will not seek certification by Medicare because
Medicare patients rarely seek this type of service. TennCare has a methadone
benefit for enrollees younger than 21, and this facility will not serve patients younger
than 18. The only eligible TennCare patients would be patients 18 — 20 years of age.
Very few patients in this age range seek treatment. It is the Applicant's
understanding that only four TennCare eligible persons in the 18 — 20 age range
received methadone treatment in 2014 in the entire state of Tennessee. As such,
‘the Applicant does not expect to receive any revenues from TennCare, Medicare or
" other state or federal sources.

The Applicant currently operates two OTPs in North Carolina that serve patients from
Tennessee. Crossroads of Weaverville and Crossroads of Asheville currently treat over
1,100 patients at these facilities and only six patients are between the ages of 18 and
21 and none of these patients reside in Tennessee. TennCare provides payment for
the drug buprenorphine for treatment of oplate addiction.

However, the Applicant's busmess focuses on MMT for the treatment of opiate addiction.-
If an opioid- dependent, TennCare-eligible patient and his or her doctor felt that
buprenorphine was the best treatment, that patient would be best-served to attend a
buprenorphine-licensed program that participates in TennCare. Treatment options
currently exist in the proposed service area for buprenorphine. There are 114 providers of
buprenorphine treatment in the Applicant’s proposed service area. If the patient and his or
her doctor felt that MMT was the best treatment option, these services are not currently
available in the Applicant's proposed service area, so there would -be no choice. As
previously stated, there were only 4 patlents in the entlre state who recelved methadone
treatment services through TennCare. .

Crossroads will be piloting Medicaid in early 2016 in locations where the state provides
coverage to qualified adults for our services. Crossroads will start in North Carolina and
Georgia. South Carolina, like Tennessee, does not cover: MAT services for adults under
its Medicaid program, so Crossroads will not be implementing it in South Carolina.

As an organization, if quality buprenorphine treatment is not readily available in a market
in which Crossroads facilities operate, Crossroads will sometimes offer both types of
treatment to ensure that patients have an option. In the Johnson City area, given that
there are already 114 providers of buprenorphlne treatment, it is not necessary for the
Applicant to offer buprenorphine treatment.

In Johnson City, Magnolia Ridge is a 19-bed alcohol and drug Detoxification and
Residential treatment center specializing in addiction and related problems including co-
occurring mental iliness diagnosis and lifestyle issues for adults 18 and older.

While methadone and buprenorphine medications are both FDA approved for the
treatment of opioid dependence the medical treatment decision is made by the treating
physician on an individualized patient basis based on many factors. The Applicant does
not have specific numbers as to what treatment choices are made.

The Applicant firmly believes, based on medical information, that the most effective type of
treatment for the most number of people is methadone and it seeks to provide access to
this treatment, which is not currently available in the service area. It was said very well by
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retired U.S. Army General and former Director of the Office of National Drug Control
Policy, Barry McCaffrey, in his recent letter to Congress in support of the Comprehensive
Addiction and Recovery Act, “By expanding access to addiction treatment, especially the
use of MMT, policymakers can make a dlfference in the lives and well-being of all
Amerlcans That is something we can all agree on.”

Provide copies of the balance sheet and income statement from the most recent reporting
period of the institution and the most recent audited financial statements with
accompanying notes, if applicable. For new projects, provide financial information for the
corporation, partnership, or principal parties involved with the project. Copies must be
inserted at the end of the application, in the correct alpha-numeric order and labeled as
Attachment C, Economic Feasibility-10.

Response: Please see Consolidated Financial Statement included as Attachment
C-Economic Feasibility-Item 10(24)

-. lDescnbe all alternatives to this project which were considered and discuss the advantages

and disadvantages of each alternative including but not limited to:

.a. A discussion regarding the availability of less costly, more effective, and/or more

-~~~ — — -—efficient alternative-methods of providing the benefits intended- by the proposal:- If -

development of such alternatives is not practicable, the Applicant should justify why
not; including reasons as to why they were rejected.

- Response: The only alternative is to maintain the status quo. Maintaining status quo was
considered and rejected as the proposed service area currently lacks an OTP. As
explained in Attachment B.|, the cost of untreated persons significantly outweighs the cost
of treatment, as measured by crime, broken families, loss or diminishment of emp!oyment

relatéd health costs, and fatalities.

Buprenorphine is available in the service area with 114 providers. However, a methadone
treatment program is a necessary altermative and the Applicant believes a superior
treatment than buprenorphine. Persons seeking treatment for opioid addiction often find
buprenorphine treatment to be cost prohibitive and.each provider is only allowed to treat a
very limited number of patients. The proposed Crossroads OTP will offer a less costly and
highly effective treatment alternative to treatment currently -available in the Tri-Cities area.
The. table below shows a comparison of cost estimates and service for 30 days of
treatment at an OTP and with a physician prescribing buprenorphine:

%8 hitp://thehill.com/blogs/congressblog/healthcare/234504billwouldfunddrugaddictionfight
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30-Day Treatment Cost: OTP vs. Buprenorphine in a Physician’s Office

- Costs — buprenorphine in a
Service Cost==DjiF physician’s office
Monthly fee estimate $390-420 $300-$450%
$204-$3,015% depending mostly
on dosage and generic versus
. , branded. Must be purchased at
Included onsite, same price outside pharmacy, assuming they
Medicine regardless of dosage. carry stock.
Required and included, offered Not required. Often referred to
every weekday on an individual outside counseling at $100-200
Counseling and/or group basis. per month.
. Not required. If offered; often
Testing Required and included. billed separately.
Additional patient services such as
assistance for housing, employment,
food banks, probation/court Not required, frequently not
coordination, etc. ‘ ‘Included from certified counselors. | offered.
Total : $390-$420 $604 - $3,665

In addition, private physicians rarely offer on-site counseling in conjunction with
buprenorphine treatment. This type of treatment is often termed "dose and dash" because
of the lack of behavioral counseling, drug testing, diversion monitoring and individual
treatment planning. It is also im portant to note that MAT utilizing methadone is the safest

form of treatment for pregnant women.”

b. The applicant should document that consideration has been given to alternatives to
new construction, e.g., modernization or sharing arrangements. It should be
documented that superior alternatives have been implemented to the maxirhum

extent practicable.

Response: The proposed project was not possible without new construction. In choosing
this site, Crossroads has'balanced cost control with providing patients quality care and a
healing environment, as well as ensuring ready highway access to all points within the
service area.

CONTRIBUTION TO THE ORDERLY DEVELOPMENT OF HEALTH CARE

1. List all existing health care providers (e.g., hospitals, nursing homes, home care
~ organizations, etc.), managed care organizations, alliances, and/or networks with which
the Applicant currently has or plans to have contractual and/or working relationships, e.g.,
transfer agreements, contractual agreements for health services.

'Response: The Applicant intends to have transfer relationships with all emergency
hospitals in the Tri-Cities and surrounding area, including the Johnson City Medical

% Based on a 4/13/15 survey of three Johnson City-based physicians licensed to provide buprenorphine treatment.
8 Based on 4/13/15 survey of three pharmacies in Johnson City, 1-3 tablets per day. 2 of 3 pharmames did- not have

inventory and the remaining pharmacy would only sell “if you are a regular customer”.
2 addiction Treatment Forum. Research Study Results: Methadone Best for Babies Bom with Drug Withdrawal.
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Centerand "Wellmont Health System, Holston Valley Médical Centér and Indian Path
Medical Center, Bristol Regional Medical Center, Union County Memorial in Erwin;
Laughlin Memorial in Greeneville and Hawkins County Memorial in Rogersville.

Describe the positive and/or negative effects of the proposal on the health caré system.
Please be sure to discuss any instances of duplication or competition arising from your
proposal including a description of the effect the proposal wili have on the utilization rates
of existing providers in the service area of the project.

Response: The proposed service area does not currently have an OTP, so there is no

duplication of services or adverse effect an competitive facilities within the service area.

The most affected providers outside the proposed service area are the Applicant’s existing
facilities in:Weaverville, North Carolina and Asheville, North Carolina, which are the two
closest OTP facilities to the proposed location. Both of these programs have sufficient
patients that do not live in the proposed service area and will not transfer, so they will
remain financially viable, even if all the patients from Tennessee transfer to the Johnson
City facility when built.

__Provide the current and/or anticipated staffing pattern for all employees providing patient

care for the project. This can be reported using:FTEs for these positions. Addltlonally,

please ‘compare the clinical staff salaries in the proposal to prevailing wage patterns inthe

service area as published by the Tennessee Department of Labor & Workforce
Development and/or other documented sources. ,

Response The operations of the clinic will be overseen by the Program Director, whose

oversight will encompass clinical matters, fiscal viability and physical plant issues. The
Program Director oversees all staff and deals with any staffing issues that may arise. The
Director of Nursing will oversee the dosmg nurses and any assistants. The Director of
Nursing will ensure clinical Administrative issues, such as billing, recruiting and training
are handled appropriately. The table below shows the number of employees at each
position, and their monthly compensation as it will be when the proposed project begins
operations. As more patients begin receiving treatment, Crossroads will increase the
hours and/or number of employees at many of these positions. The project’s operating
budget, discussed in more detail below, allows for increases in payroll expenses as the
patient census increases, thereby ensuring that the appropriate staffing is available to
provide quality care to all patients.
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Proposed Staffing for Beginning of Operations

E‘:‘mgs';:; Position Employment Type Salary/ Hourly Rate | Monthly Total
1 PD Salary $55,000 $4,583 ]
1 Clinical Director Hourly $23 $3,998
1 Admin Hourly $12 $2,086
1 Lead RN Hourly $25 $4,345
1 Dosing LPN Hourly $18 $3,129
2 Counselor Hourly $17 $5,910
1 Physician Asst. Salary $30,368 $2,531
1 MD Salary $39,000 $3,250 |
1 . |Security Hourly $15 $2,607
10 Total $32,439

The proposed project-will staff highly qualified individuals who are properly trained, meet
the required qualifications and have undergone an orientation on Crossroads’ Policies &
Procedures, as well as their assigned duties and reporting requirements. The
responsibilities of each position are as follows.

o Program Director. This position is responsible for the operation of the
Facility (including clinical matters, fiscal viability and- physical plant issues), for
overall compliance with federal, state and local laws and regulations regarding the
operation of opioid treatment programs, and for all Facility employees including
practitioners, agents, or other persons providing services at the Facility. '

o Physician. This position is responsible for providing the medical treatment
and oversight necessary to serve treatment recipient needs. Physician services
include, but are not limited to, performing medical history and physical exams,
determining "a diagnosis under current DSM criteria, determination of opioid
dependence, ordering take-home privileges, discussing cases with the treatment
team and issuing any emergency orders. The physician for the proposed facility will
be Dr. Paul Pyles, MD. Dr. Pyles is Board Certified in Adult Psychiatry. by the
American Board of Psychiatry & Neurology and Board Certified in Addiction
Medicine by the American Board of Addiction Medicine. Dr. Pyles maintains active

" licensure in Ohio, Mississippi, Tennessee and Georgia. He has previously worked

4825-5982-2372.17

“as a psychiatrist at residential treatment facilities providing treatment for adults with

mental illness and addiction and as the Medical Director for the outpatient program
providing treatment for adults with opioid dependence in Knoxville, DRD
Methadone Clinic. A CV for Dr. Pyles can be found in Attachment C- Contribution
to the Orderly Development of Health Care-3.

o Director of Nursing. This position is responsible for assisting in all areas of
patient care, including physicals, necessary tests in compliance with state and
federal laws and supervision of the nursing staff.
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. Dosing Nurse. ~This position” is responsnble for assisting in all areas of
patient care, and necessary tests in compliance with state and federal laws. The
dosing nurse will also administer treatment medication, assist patients with the
medical care required during their treatment as directed by Medical Director and
assist in Pharmacy operations on an as needed basis. The dosing nurse must be
able to discuss and/or counsel patients related to their medication regimen.

o Counselor. This position provides direct addiction treatment services to
adult patients and family members. Counselor responsibilities include gathering
data, documenting problems and developing and implementing the service
recipient’s plan of care in coordination with the medical staff.

e - Administrative Assistant. = This position involves providing excellent
customer service, checking in patients, receiving payments, answering telephones,
preparation of reports and data entry. This individual also assists the Program
Director in programs, functions, services, and activities.

The clinical staff wages in the chart above are appropriate wages for the job
- fresponmbllxtles and the geographical area. According to the January 2015 Labor Market
‘Report published by the Tennessee Department of Labor and Workforce Development,
~——the- average ‘hourly —earningsfor - Tennesseans working -in - the- educatlon -and—health- -
services industries was $21.73 in January of 2015, or $38,983.88 per year.*® The clinical
director, lead RN, MD and Program Director all earn higher salaries than the statewide
.average for health services employees. The statewide statistics take larger metro areas
which- are typically home to individuals earning higher  wages into _account. The_most
recent Tennessee wage statistics at the county level are published in the 2013 Quarterly
Census of Employment and Wages, which reports that the average annual wage in
Washington County was $36,721 a year or $706 per week.* The Program Director,
Clinical Director, Lead RN, Dosing RN, and Senior Counselor are all budgeted to make
more than the average wage in Washington County. Based on the Crossroads
Management Entities’ experience hiring and retaining highly-qualified staff at existing
OTPs, the Applicant is confident that the budgeted wages will attract and compensate the
staff needed for this project. '

The Applicant will rely upon. the centralized resources and existing infrastructure of
Crossroads Management Entities for lease management recruiting, training, billing and
other administrative functions. In addition, quality assurance measures already in place at
the existing facilities managed by Crossroads Management Entities W|II be |mplemented at
the proposed Crossroads OTP. : :

4, DISCUSS the avallablllty of and accessibility to human resources required by the proposal,
including adequate professional staff, as. per the Department of Health, the Department of
Mental Health and Developmental Dlsabllltles and/or the Division of Mental Retardation
Services licensing requirements. .

% Tennessee Department of Labor and Workforce Development. '2015. The Labor Market Report January. Avallable at:
http://www.state.tn.us/labor-wfd/Imr/pdf/2015/LMRJan2015.pdf

¥ Tennessee Department of Labor and Workforce Development Quartedy Census of Employment and Wages Annual
Average 2013. Total All Industries. Available at: hitp://www.state.tn.us/labor-wfd/Imi/pdf/QCEW2013.pdf
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Response: The staffing requirements for the proposed program are enumerated by the
TDMHSAS’s Minimum Program Requirements for Non-Residential Opioid Treatment
Program Facilities in the Tennessee regulations. Crossroads. will comply with all staffing:
requirements, including verifying the qualifi catuons of these staff members. Under these-:

rules, the required staffing includes:
e Program Director: 1 FTE throughout the whole first year of operation.
e Clinical Director: 1 FTE throughout the whole first year of operation.
o Admlmstrator 1 FTE throughout the whole first year of operation.

o Lead RN: 1 FTE, initially. The applicant anticipates addlng an additional FTE for
each additional 450 patients.

e Dosing LPN: 1 FTE, initially. The applicant anticipates increasing the number of
FTEs by approximately 1 additional FTE every 2 months.

o Counselor: The applicant anticipates beginning with 2 FTEs at this position. An
additional counselor will be hired with every additional 50 patients.

o Physician (MD): This position will initially be less than 1 FTE, and will probably
range between .1 FTE and .3 FTE at the beginning of operations. When the
proposed project reaches 400 patients, the physician position will be 1 FTE.

e Physician Assistant: This position will initially be less than 1 FTE. There will be
one FTE throughout the whole first year of operation

g e Security: 1 FTE throughout the whole first year of operation.

As discussed in response to question 3 above, the Applicant has well-defined roles for each of
these positions, and W|Il ensure the positions:are filled before operations begin.

5.

Verify that the Applicant has reviewed and understands all licensing certification as
required by the -State of Tennessee for medical/clinical staff. These include, without
limitation, regulations concerning physician supervision, credentialing, admission
privileges, quality assurance policies and programs, utilization review policies and
programs, record keeping, and staff education.

"Response: The Appllcant verifies that it has reviewed and understands all Ilcensmg

requirements.

Discuss your health care institution’s participation in the training of students in the areas of
medicine, nursing, social work, etc. (e.g., internships, residencies, etc.).

(a) Please verify, as applicable, that the Applicant has reviewed and understands the

licensure requirements of the Department of Health, the Department of Mental

~ Health and Developmental Disabilities, the Division of Mental Retardatlon,
Services, and/or any applicable Medicare requirements.

Response: Thé Applicant so verifies.

(b) Provide the name of the entity from which the Applicant has received or will receive
licensure, certification, and/or accreditation.

32 Rule 0940-05-42.29 provides for exemptions for filling some of these positions in certain circumstances.
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‘Licensure: The Tennessee Department of Mental Health and Substance Abuse
Services (TDMHSAS) and the U.S. Department of Justice, Drug Enforcement
Agency

Accreditation: Commission on Accreditation of Rehabilitation Facilities (CARF
International)

(c) If an existing institution, please describe the current standing with any licensing,
certifying, or accrediting agency. Provide a copy df the current Ilcense of the
facility.

Response: Not applicable.

(d) For existing licensed providers, document that all deficiencies (if any) cited in the
last licensure certification and inspection have been addressed through an
approved plan of correction. Please include a copy of the most recent
licensure/certification inspection with an approved plan of correction.

Response: Not applicable. This is a new facility.

8. Document and explain any final orders or judgments entered in any state or country by a
licensing agency or court against professional licenses held by the Applicant or any
enfities or persons with more than a 5% ownership interest in the Applicant, Such
_information_is_to_be provided for licenses regardless of whether suchllcensg is currently
held.

Response: There are no such final orders, judgments or pending matters.

9. Identlfy and explair any final civil or criminal judgments for fraud or'theft against any
person or entlty with more than a 5% ownership interest in the project

Response: = There are no such civil or criminal judgments against any person or entity
with an ownership stake in this project.

10.  If the proposal is approved, please discuss whether the Applicant will provide the
Tennessee Health Services and Development Agency and/or the reviewing agency
information concerning the number of patients treated, the number and type of procedures
performed, and other data as required. A

Response: If approved, Crossroads will comply with all reporting requirements outllned
under Tennessee regulations. The Applicant is not aware of any other reporting
requirements, but will comply with any requirements imposed by the TDMHSAS.
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PROOF OF PUBLICATION

Attach the full page of the newspaper in which the notice of intent appeared with the mast
and dateline intact or submit a publication affidavit from the newspaper as proof of the
publication of the letter of intent.

Please see attached copy of the publication from the Johnson City Press showing publication
occurred on November 6, 2015.

DEVELOPMENT SCHEDULE

Tennessee Code Annotated § 68-11-1609(c) provides that a Certificate of Need is valid for
a period not to exceed three (3) years (for hospital projects) or two (2) years (for all other
projects) from the date of its issuance and after such time shall expire; provided, that the
Agency may, in granting the Certificate of Need, allow longer periods of validity for
Certificates of Need for good cause shown. Subsequent to granting the Certificate of
Need, the Agency may extend a Certificate of Need for a period upon application-and-good
cause shown, accompanied by a non-refundable reasonable filing fee, as prescribed by
rule. A Certificate of Need which has been extended shall expire at the end of the
extended time period. The decision whether to grant such an extension is within the sole
discretion of the Agency, and is not subject to review, reconsuderatlon or appeal.

1. Please complete the Project Completion Forecast Chart on the next page. If the
project will be completed in multiple phases, please |dent|fy the anticipated
completion date for each phase.

2. If the response to the preceding question indicates that the Applicant does not

‘ anticipate completing the project within the period of validity as defined in the

‘preceding paragraph, please state below any request for an extended schedule and
document the “good cause” for such an extension.

Form HF0004
Revised 02/01/06
Previous Forms are obsolete
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PROJECT COMPLETION FORECAST CHART

Enter the Agency projected Initial Decision date, as published in TCA § 68-11-1609(c): February
2016.

Assuming the CON approval becomes the final agency action on that date; indicate the number
of days from the above agency decision date to each phase of the completion forecast.

Anticipated Date

@ N O o & w N

DAYS

Phase REQUIRED (MONTH/YEAR)

1. Architectural and engineering contract signed Z . v 316
Construction documents approved by the
Tennessee Department of Health 37 416
Construction contract signed _ | 37 4/16
Building permit secured 60 516
Site preparation completed 60 5116
Building construction commenced ' 60 5/16
Construction 40% complete \ 90 6/16
Construction 80% complete "~ 105 m_
Construction 100% complete (approved for

9. . occupancy 120 716

10. *Issuance of license 180 916

11. *Initiation of service 185 9/16

12 Final Architectural Certification of Payment 185 9/16

13. ' Final Project Report Form (HF0055) , 190 . " 10/16

£ For projects that do NOT involve constructlon or renovatlon Please complete

items 10-and 11 only.

Note If litigation occurs, the completlon forecast will be adjusted at the time of the final
determination to reflect the actual issue date.
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The Applicant, Crossroads Treatment Centers, is owned by Crossroads Treatment Centers of Tri-Cities,
PC, which is owned 100% by Rupert McCormac, MD. Dr. McCormac is the owner of 12 additional
operational clinics. All of them are in good standing with all licensure and certification agencies. The
name and address of each of them is listed below. Any clinic.not listed below that may be included on the

79

Crossroads Treatment Centers of Tri-Cities, PC

Facility Listing

following organizational charts is not yet operational.

1.

Crossroads Treatment_ Center of Asheville

6 Roberts Road
Asheville, NC 28803

Crossroads Treatment Center of Weaverville
901-3 Mars Hill Hwy

‘Weaverville; NC 28787

Crossroads Treatment Center of Greensboro
2706 North Church St.
Greensboro, NC 27405

Crossroads Treatment Center of Columbia

- 1421 Bluff Road

. Columbia, SC 29201

Crossroads Treatment Center of Greenville
157 Brozzini Court, Suite E
Greenville, SC 296‘175

Crossroads Treatment Center at Sugarioaf
Horizon Village Shopping Center

2855 Lawrenceville Suwanee Road, Suite 330
Suwanee, GA 30024 '

Crossroads Treatment Center of Northwest GA

. 4083 Cloud Springs Road

10.

1.

12.

4825-1792-4138.2

Ringgold, GA 30736

Crossroads Treatment Center of Seneca
209 Oconee Square Dr.
Seneca, SC 29678

Crossroads Treatment Center of Danville
1555 Meadowview Drive, Suite §
Danville, VA 24541

Cross,roadé Treatment Center of Calhoun
367 Richardson Road
Calhoun, GA 3070

Crossroads Treatment Center of Lagrange
229 S. Davis Road |
Lagrange, GA 30241

Crossroads Treatment Center of Charlesto

2470 Mall Drive :
North Charleston, SC 29406
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Treatmeht C'entersf

Dr. Ragpert
BcCosmec
100%
Crosaroads Crossroads Croseroade e Croczroads
Tmmlt:cnhfﬂ Treatrhent Center of Treatment Contor of Treatment Center of Treotmmant Conier of
Ashvilie, PC. Danville, PC. Qroerrvile, P.C. Senmca, P.C. Wesvervilie, P.C.
(NC) chi (VA (PC) . @O (PC) (8C){PC) ME) PC)
Trestmem Canter of Treatrment Cunter of Trostinant Conter Treatment Cenéar st Teoutmont Cactar of
Columbis, P.C Grwansborp, P.C. of NW Georgla, P.C. Suguriosf, P.C. Calhoun, P.C.
(sC) (PC) (NC) (PC) (@A) (PC) . (BRYPT) {GA) °C)
Crossrpuds Crossroads Crossreande Crossroads
Treatmant Center of Treatment Centar Treetment Conter of Troatment Conter of
Cherlesion, P.C. of LaGrange, P.C. Wiyvte Beach, P.C. Wincheater, PL.
(5C) (°C}) (GA) (FC) (SC)PCY (VA) (PC)

Each FC has a management agreement In place with its associated

management
company (LLC). Mariagement companie:s are responsible for day to day operations

{exclusive of medical sspecis) and ere pald a fee for such services.

© 2014 Winsion & Strewn LLP
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Manage

ment Struéture

' For ownership of Crossroads Holding, LLC,
pleasc sec attached Schedole of Members

of Daerdite of Whrevenciite
ansgamant Co., Moregassomt Co .
e AT
(A} (LLC) (MG (LLE)
o Greonsbor of Eathoun
Mansgement Co., iR il
e Company, LLC
PORIC)
of Lpdeangs ‘of dlyrita Busch of Btnatsatar
Campany, LLE ou:l.u: Compaivy; LLC
(OA) LLEY {EC) (LLC) (VA) (LLE)

_ozouwnmtaumur
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Attachme_n-t B.1

Prescription Drug Epidemic in Tennessee

4824-0049-0794.1
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Determination of Nem

Determination of Need: Opioid Addiction in Northeast Tennessee

It has been estimated by the Tennessee Department of Mental Health and Substance Abuse
Services that 4.4% of the adults in Tennessee used prescripion pain medication for non-medical
purposes in 2013." This represents over 212,000 Tennessee residents of which 69,000 are
sddicted 10 prescriplion opioids and require ireatment services.” -
Similarly, in 2012, ihe Centers for Disease Control {CDC) reporied 259 million prescriptions for
poweriul painkillers were wiitten nationally. Ten ed as the second highest

1 inq state for narcotic painkiliers.” To put this in perspeciive, nearly 22 times as many
prescriptions per capila were written for opioids in Tennessee as were written in Minnesota.”

In addition, hevoin use has skyrocketed in Tennessee. Statistics from 2013 show the number of
‘heroin users has doubled compared to figures recorded between 2002 and 2008°. During this
time period, there were increased State efiorts o reduce ihe abuse of prescription pain
medications. As access 10 prescription medication became both more expensive and limited,
persons struggling with addiction tumed to heroin use.

pervasive, that in 2012, opioids overiook alcohol as the “primary
in reatment through the Tennessee Department of Mental
Abuse Services. The graph below from Prescription for Success’
illusirates this dramatic shift and the need for State prevention and treatment efforts to
address the urgent needs of this growing segment of the population.

r Figore 1 Percent of publicly funded substance shuse treatment admissions
l dnetnpraaipﬁmopidisand-lwholhﬂmmmd United States:
1892 - 2011 with a 2012 - 2015 projeciion

B

[~
o~
—delSited States - Opioids

! SAMHSA, Center for Behavioral Health Sialistics and Quality, National Survey on Drug Use and Health, !
2012 and 2013 ijw.samhsa.guvldmafsﬂesfdefamﬂﬂeyNSDUHsaeTma!ﬂm 3

;ﬂlSDUHsaeTotalseO‘la.pdl
ijmwmmﬂuwmmmﬁpﬁm%m&ﬂ&oms&pdl

p .mmmw-wmpﬁnﬁlm-pmhlem!
5 hﬂpﬂhmwmmmmmﬂrwmwmipﬁm-pdnkﬂhr-pmblem!
mmymmmnmmmn&mwm-pmm-mm

¢ hitp:/tn.govimentaVprescripti otion%20F or%20Success.pdf Page 10
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What is Opioid Addiction and Who s at Risk?
The National institute on Drap Abuse {NIDA) defines addiction as, “a chromic, relapsing brain
dvbeasematismadmirwwmmmdvgseekmganduse, despite hawininl -
consequences.” The Substance Abuse and Mental Health Services Adminisiration
(SAMHSA) states concerning ophoid addiction,
joid addiction is & chromit: GiSEase, ke heart disease or diabetes. A chwonic disease is @
medical condition foe life. B campot be cured, but it can be managed. .
The American Society of Addiction Medicine characierizes addiction as an:’
1. Inability to consistently ahstan;
2. Impairment in behaviora) Gontrol,
3. Craving; or increased “hunges” for drugs or ,reWarding experiences;
4. Diminished recogniion of significant problems with one's behaviors and interpersonal
5. A dysfunctional emoiional response.
According to the CDC; the following groups are at especially high risk for prescription
drug abuse:® - =
1. Men ages 25 o 54 Yiave e highest numbers of prescription drug overdoses and are
arOundtwiceas&e)yipdeianmwerdoseasarewomen. ‘ ;
2 Women have shown a pescentage increase of 400% in deaths from prescription drug
abuse since 1989, compared to 265% among men.
3. People in rural counlies are around iwice as likely to overdose on prescription drugs as
- are people in big cilies. ' :
4. Youth are at a higher risk for all forms of drug misuse. One in four teens has misused or
abusedapresmipﬁmmmaleastpnceimheirlifeﬁme; .
5. One in eight aclive Guly military personnel are current users of illicit dnugs or misusing
iption drugs. This is largely driven by prescription drug abuse, reported by one in

nine service members — more than double the rate of the civilian population.
These facts are clearly evident in Tennessee:

1. Demographic trends jor individuals receiving State-funded opioid treatment (when

. compared 1o others using Micit dmgs) show that people addicted to opioids are more
likely to be married, employed, and have greater than 12 years o ' education.”

2. Since 2001, there has been a sieady rise in the number of women abusing prescription
opioids who are recewing Siate-funded treatment services and a rise in the number of
pregnant women receiving treatment cervices. From 2001 to 2010, the number of
pregnant women Jecei state-funded treatment services who repoited prescription
opioids as a substance of abuse increased by 1,000%." ;

3. Young adults (18-25-year-oids) in Tennessee are using prescription opioids at a 30%
higher rate than the national average.”' ’ _

7 hitp:/iwww.asam.org/or-the-publicidefinition-of-addiction

® pttp://healthyamericans.orgfasseisfiles TFAH201 3RxDrugAbuseRptFINAL.pdf

$ hﬂp:!ﬂn.gov!menMWesaipﬁ:Wpﬁon%zﬂFB%ZDSmss.pdi
- hﬂp:Jﬂn.gov!maﬂavmﬁaipmﬂmmpmﬁpﬁm%ZDFoﬂﬂDS{m.pcﬂ
" mzfnn.mumwwmmM%zoromzuwmss.pm
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4. 51.8% ofihe druq overdose deaths in the United Siates in 2013 were related to
pharmaceuticals.”” Of the deaths relating to pharmaceulical overdose in 2013, 71.3%
involved prescription pain medicalions. :

Local, state, and federal agencies have implemented presuripion drug monitoring programs
(PDMP) to address this epidemic. PDMPs provide dociors with prescription profiles and help
identify patients that may be diverting or abusing prescription medications. Tennessee's PDMP
Law went into effect at the start of 2013 and tracks the prescribing and dispensing of controlled
substances. Prescribers now must access the PDMP before prescribing Opioids to a new patient.
High utilizers, defined as a persons who used 5 prescribers and 5 pharmacies in a 90-day period,

decreased 47 percent from 2011 o the fourth quarter of 2013.%

Enthusiasm for PDMPs as a tool to combat the prescription drug epidemic may cause. policy

makers to overlook their potential limitations and uniniended consequences and prevent the

developmem of more comprehensive and evidence-based sirategies to address this public health

. crisis.™ PDMPs have reduced the supply of legally prescribed opioids, but that has driven many
who struggle with addiclion to obtain painkillers illegally andfor switch to heroin. If current
interventions such as PDMPs are able to decrease ihe supply of prescription opioids, the
overdose epidemic may shift to black market opioids. ™° Approximately 4 out of 5 of heroin users
ages 12-49 used pr iption opioids before heroin initiation.* Heroin, which was once almost
exclusively an urban problem, is now spreading 1o small iowns and suburbs.

Additional steps are needed {0 combat the opioid epidemic inchuding drug abuse treatment
programs o address the existing population addicted 1o prescription pain pills. Because the
abuse and misuse of opioids is a complex issue, it is nol enough to simply limit access to
prescription opioids. Effeciive management of opioid addiction in Tennessee means those
needing addiction treatment must have access 1o il _

In 2013, The Tennessean begén covering heroin's return 1o the siate after a fifteen-year period of
relatively few heroin-related police cases. The article stated heroin’s resurgence followed the rise
in prescription drug abuse. After some doctors were accused of overprescribing or operating as
“pill mills” law enforcement agencies and the state legislature put more restrictions on prescription
pain medications. As a result, the supply of prescription opioids diminished, making pills from
ilegal sources “prohibitively expensive” and causing addicls to umn towards heroin as a cheaper
alternative.” ' :

In 2015, there has been a spike in heroin overdoses in Davidson County, which has authorities
speculating that there may be batches of heroin ¢ut with fentanyl, a very powerful and sometimes
deadly opioid. In response, Doug Vamey, the Commissioner of the Department of Mental Health
and Subsiance Abuse, reported that heroin has become a problem in many areas across the
state. Mr. Vamey states that officials are concerned that people who are not able to obtain
prescription opioids might turn to heroin and that they “are very concerned” about the increase in
heroin use across the state." -
This shift from prescription painkillers to heroin is an indication of the severity of opioid addiction
and the intrinsic difficulties in addressing it through any single approach, such as enhanced

prescription control. Opioid addiction involves genetic predisposition, corrupted brain chemistry,

12 hﬁpumw.mgovnmdreaeaﬁona:safety;werdmerm.hm

13 Tennessee Depariment of Health Controlled Substance Monitoring Database Commitee. Controlled
Substance Monitoring Dalabase 2014 Report to the 108thTennessee General Assembly, February 1, 2014.
Page 5. Available at htlp:!mealﬂl.tn.gov!statistics!Legisla‘liw__Repu!s_PDF!CSMD_AnnuatRepon_m14.pdf
e nup::fvmw.ncbi.mmnm.govipmdamdesmmmawm

o hupuww.ncbi.nmmgowpmcfawmcqaom
16 puhuri, P.K. Gfroerer, J., Davies, C. (2013). Associabions of Nonmedical Pain Reliever Use and Initiation
of Heroin Use in the United States. SAMHSACBHSQ Data Review.

17 11aas, Brian. 2013. Heroin retums with vengeance in Nashville area. The Tennessean. July 3.

18 \wilemon, Tom. 2015. Nashville seeks answers for spike in overdose deaths. The Tennessean. March 26.
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entrenched environmental factors and any number of potential mental-health disorders that make
abstinence and rehabilitation difficult to achieve. '

Opioid dependent persons need treatment options. Abuse of both opioid painkillers and heroin is
medically harmful and potentially lethal. However, both can be treated with medication, coupled
with counseling, through an Opioid Treatment Program (OTP) such as that proposed by
Crossroads Treatment Centers (Crossroads). _ _

Opioid Addiction is a Chronic Disease

In general, drug dependence has been treated as if it were an acute.iliness. However, research
shows drug dependence, particularly dependence on heroin and other opioids, produces

significant and lasting changes in brain chemistry and function.™
Drug Dependence Similarities to Other Chronic Diseases
: iabetes, Asthma,

Characteristics Opioid Dependence and Hypertension |
Well studied Yes Yes
Chronic disorder Yes | , Yes
Predictable course - . Yes -~ Yes
Effective treatments 4 Yes ; Yes
Curable NO NO
Heritable ' Yes _ . Yes
Requires continued care Yes Yes
Requires adherence to treatment Yes Yes
Requires ongoing monitoring — = Yes | . Yes
influenced by behavior Yes _ Yes
Tends to worsen if untreated ’ ‘Yes Yes

Just like other chronic ilinesses such as Type 2 diabetes mellitus, hypertension, and
asthma, long-term care strategies of medication management and continued monitoring
‘have been shown to produce the most long lasting benefits. Understanding that opioid
addiction is a chronic, relapsing disease similar to other chronic diseases emphasizes
the importance of accepting the chronic disease model as an integral part of providing
quality patient care in Tennessee and both providing and protecting access 1o treatment
options like medication-assisted treatment. ]

Opioid degendence results in high relapse rates and limited chances for complete
recovery.“’ For most people, opioid addiction treated through withdrawal detoxification is
not effective. According to an article by Dr. David Yellen, “this finding has been
demonstrated in a wide spectrum of patients” including those who are highly motivated
to recover. Withdrawal detoxification on its own leads to relapse rates approaching 90
percent after six months. Longer-term treatment options including medications usually
result in increased abstinence rates and improved functioning. 1

While efforts to curb opioid prescriptions are important to reduce future incidence of
opioid addiction, those efforts will not help the thousands of people who are currently
addicted to opioids. The current prevalence of this chronic disease must be addressed.

~ htlps:ﬂdepts.washinglumedufuwmedres!pdf!p&acesﬂhematidaddiclion(Drug%ZDDependence—
a%20chronic%20mental%20iliness.pdf, 1. McLellan AT et al. Addiction. 2005:100(4):447-458; 2. McLellan
AT et al. JAMA. 2000;284(13):1689-1695; 3. McLellan AT. Addiction. 2002;97(3):249-252.

20 i iwww.encyclopedia.com/doc/1G2-3403100173.htm : ,

21 yellen, David A. 2006. Buprenorphine: Effective Treatment of Opioid Addicfion Starts in the Office. Am

Fam Physician. 2006 May 1:73(9):1513-1514
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Economic antl Social Costs of Opioid Addiction
accitental death in America, surpassing
raffic fataliies = Opioid pain relievers pose an increasingly Gangerous threat to public
healih, leading 1o more deaths than those from all illegall dugs combined.”®

Opioid pain refievers are responsible for three-fowrihs of 28 peescriplion drug overdose
deaths and caused more than 16,600 deaths in the United States in 2010. The severity
of the epidemic vares widely across US states and regons. Tennessee's overdose
death rate for 2010 (16.9 per 100,000 population) is well above the national rate (12.4
per 100,000 population).”

High-risk use of prescription opioids is frequent and incyeasing in Tennessee and is
associated with increased overdose mortality. From 2003 %o 2010, drug overdose deaths
in Tennessee increased from 422 to 1,059 per year. Desths ing prescription
opioids accounted for more than heroin and cocaine comibined.*®

In addition 1o the alorementioned human costs, the epidemic of prescription drug
 overdose imposes a major cost on the healthcare system. in 2011, drug misuse and
abuse in the US caused about 2.5 million emergency deparnimen (ED) visits. Of these,
more ihan 1.4 milion ED visits were related 1o pharmaceudicals.”® The number of
- emergency depariment visils for prescr;?ﬁon drug poisoning increased by approximately
A0% from 2005 10 2010 in Tennessee.
In Prescriplion Jor Success, it is explained that “the abuse of prescription drugs,
specifically opioids, is an epidemic in Tennessee, with tisasirous and severe
consequences 1o Tennesseans of every age including: overdose deaths, emergency
depariment visits, hospital costs, newborns with Neonaial Abstinence Syndrome,
children in siate custody, and people incarcerated for drug-related crimes.” N

The Healthcare Cost and Utilization Project shows ihat the total Tennessee hospital
charges for prescription opioid poisonings has risen ially from $4,118,187 in
2001 1o $29,308,823 in 2011.%° Employers are impacled through diminished productivity,
workplace accidents, and difficulty finding workers who are healthy and drug free.

One study estimaled that people who abuse opioids generale over eight times the
annual heaith care costs of people who do not abuse these drugs.?® Furthermore, the
abuse of ceriain opioids such as heroin, which is fypically injected intravenously, is also
linked 1o the transmission of HIV, hepatitis, and other blood-bome diseases. Many of
these diseases are very cosily to treat, especially if they ane not diagnosed and treated
quickly. . g - ;
The National institutes of Health estimates unirealed hesoin addiction costs society
$20 billion a year. This includes ilness, links to crime, and the cost of treating AIDS,

itis B and C, and other illnesses linked 1o dirty needies and heroin addiction. in the
United Stales, prescription opioid abuse costs were aboud 55,7 billion in 2007.” Of this

2 The divg overdose death rate in the United States has more Than dowbied from 1999 through 2013 and is
now the leading cause of injury death, exceeding that of molos vehidle accidents.
hﬂpdm.ut.gmwrldremaﬁonalsafetyfovemmm ;

23 wprugFacts: Prescription and Over-the-Counter Medications.” Nalional Institute on Drug Abuse (NIDA),
Nov 2014. : :

24 e coc.gowlpsiprescriptiondrug/201 3ftn-pdo.pdf

25 igh-risk use by patients prescribed opioids for pain and its role in overdose deaths. JAMA Inem Med.
2014 May; 174(5)-796-801. .

= hﬂp:muw.ai:.gudruneandrec:eaﬁonalsafety!wadoseﬂadsm

= hﬂpjmwnmﬁfpmscﬁpﬁmfomuwessmmsahﬁm%ﬁfq%mwi p. 17

28 hﬂpﬂMgonMmiplbnfomuwess!Pwmipﬁw%ZﬂFm%’M%ZﬂSECTION_%201.pdf

29 \wite AG, Bimbaum, HG, Mareva MN, et al. Direct Cosis ol Opicad Abuse in an Insured Population in the
United States. J Manag Care Phamn. 11(6):469-479. 2005.
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amount, 46% was atiributable 10 workplace costs {e.g., lost productivity), 45% 1o
healthcare costs {e.g., abuse reatment), and 8% to criminal justice costs. 0

Proposed Service Area

The proposed Service
eight most northeasiern counti

Sullivan, Unicoi County, and Washington Counties.

As shown in the charl below,
expected to grow by 15,866 residents betwe
population age 18+ was 489,407 in 2014 and

Service Area Total Population

avea for the Crossroads OTP facility in Johnson City is comprised of the
es in Tennessee: Carler, Greene, Hancock, Hawkins, Johnson,

1he service area's iotal population is over 600,000 and
en 2014 and 2018. The current adult

is expected 1o grow to 507,961 by 2018.

p o;fglgltion 2018 Population zgrif[?l‘:s Percent Growth . _
Carter 57,284 | 57,680 3% 0.7% |
Cocke 36,762 38,615 1,853 5.0%
Greene 70,187 71,504 1407 | 2.0%
Hamblen " 64,108 65,570 1,462 2.3%
Hawkins 57,500 58,164 655. 1.1%
Johnson 18,084 18,127 33 0:2%
-Sullivan - 158,975 161,136 _2,161 1.4%
Unicoi 18,376 18,511 135 0.7%
Washington 130,586 138,370 7,784 6.0%
Service Area 614,881 627,767 15,886 2.6%
Tennessee 6,588,608 6,833,509 244 811 3.7%
Source: Tennessee Depariment of Health. CON Age-Group Projections 2014-2018.
Service Area Adult Population, 18 +
2014 Populatio 2018 Ponulatio 0414-2018 O Perce OV
Carter 46,062 46,531 469 1.0%
Cocke 28,237 28,570 333 1.2%
Greene 55,882 57,176 1,204 2.3%
Hambien 49,432 51,054 1,622 3.3%
Hawkins 48,208 48,679 2,471 5.3%
Johnson 14,891 14,992 101 0.7%
Sullivan 129,556 136,255 6,699 5.2%
Unicoi 14,767 . 15,039 272 1.8%
Washington 104,372 109,665 - 5,203 5.1%
Service Area 489,407 507,961 18,554 3.8%
Tennessee 5,083,707 . 5,307,357 223,650 4.4%
Source: Tennessee Depariment of Healih. CON Age-Group Projections 2014-2018. '

The service area population far exceeds the populétion base needed to support an OTP,
as shown in the table below. All figures are from the U.S. Census. ' _

30 http:/lwww.cdc.govﬂmnearxlrecrealimalwletyfoverduselfacts.html
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Number of Number 9f i
2014 Tennessee OTPs .se_rvmg 11
et . - Statistical
Statistica] Area population OTPs serving Area from
estimate Sta:zt;cal Neighboring |
_ states
Nashville-Davidson-Murfreesboro— ;
Franklin, TN Metropolitan Statistical Area 1,792,649 2 0
Memphis, TN-MS-AR Metropolitan
Siatistical Area 1,338,230 3 0
Knoxville, TN Metropolitan Statistical Area. 857,585 2 0
Chatianooga, TN-GA Metropolitan

Combined Statisfical Area -

Jackson, TN Metropolitan Statistical Area
Dyersburg, TN Micropolitan Statistical

Area (2010 population)

Paris, TN Micropolitan Statistical Area o
(2010 population) 32,330 1 0
Hardin County (not part of a Metropolitan : 4
or Micropolitan Statistical Area, 2013) ' 26,034 ; gva 1 0

' Estimates show that there are between 8,800 and 21,500 agults in the service area who

are addicled 1o opioids (heroin-and prescription pain pills). This estimate is derived using

the following methods:*" , :

» SAMHSA (Substance Abuse and Menital Health Services Administration- u.s.
riment of Health and Human Services) reporis that nationally adult heroin

use was 0.1% in 2013 and non-medical prescriplion pain medication use was
1.7% for adults. Combined, this would yield %809 ppioid abusers or opioid
dependents from the proposed service area.

« Tennessee's Department of Mental Health and Substance Abuse Services
report, "Prescription Drug Abuse In Tennessee” by the Safety Subcabinet
Working Group, reported that almost 250,000 Tennesseans older than 12
reported abusing prescription opioids in 2009. This number was based on the
National Survey of Drug Use and Health, which estimates 212,000 adults 18 and
over in Tennessee (4.4%) misused prescripion opioids in 2013. Applied to the
service area adult population, this would yield approximately 21,500 opioid
-abusers or opioid dependents from the proposed service area.

Treatment Options for Opioid Addiction in Northeast Tennessee ;
Behav.iora'! o_ouﬁseling and drug replacement therapy are two accepied treatrﬁem modalities used
to treat opioid addlctlon '

3 ppplicant atiempted to get Registry Data of NRMTF enroliment by county from the Tennessee
Depariment of Mental Health and Substance Abuse Services, but ihe Department does not release this data
!‘)ubliwliy. This is a policy change from prior NRMTF CONs where the dala was provided '

& hﬂp:!!sﬁxe.samhsa.gov!stﬁniconlenWNSDum4—0904H'ISDUH14-DEJD¢Lpdi
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« Behavioral Counseling: individual and/or group counseling as well as other behavioral
therapies are the mostoommonly used forms of treatment for drug abuse in general.

« Drug Replacement Therapy. The treatment of opioid addiction with mediéalions,

- methadone or buprenorphine, has focused on reducing withdrawal symptoms and
cravings. By replacing prescription opioids and heroin with_legal_ly;»pbtained opiojd
agonists, many risk factors of the drug-abusing lifestyle can be managed and mitigated.

Studies have found that combining pharmacologic therapy with behavioral counseling is

significantly more effective than either service alone.

Medication-Assisted Treatment

Medication-Assisted Treatment (MAT) utilizing methadone™ has been in use as a primary form of
treatment for opioid addiction and dependence for over 40 years. Methadone maintenance
treatment was approved in 1964 as part of a broad, multicomponent treatment program that also

‘emphasized re-socialization and vocational training.

MAT is recognized by the federal CDC as the most effective treatment for opioid addiction. MAT
utilizes medication 1o stabilize brain chemistry, block the euphoric effects of opioids, relieve
physiological cravings, and normalize body functions. When taken as prescribed, Methadone is
very safe and prevents patients from experiencing withdrawal symptoms while at the same time
not producing drowsiness or disorientation. : y

Like other Crossroads facilities the proposed Crossroads facility would use Methadone in
combination with counseling and other behavioral therapies, providing a whole-patient approach
to the treatment of substance use disorders. Numerous studies have shown that MAT reduces
drug use, disease rates, and criminal activity among opioid addicted persons.

Methadone is used to treat addiction to opioids such as heroin and prescription painkillers
(Oxycontin, Percocet, Vicodin). Itis not used to treat non-opioid drug addictions to substances
like alcohol, marijuana or cocaine. Methadone is 8 synthetic opioid that blocks the receptors in
the brain that are affected by opioids, enabling users to experience a more gradual and medically
supervised withdrawal process. Methadone reduces the drug cravings and harsh withdrawal
symptoms that are often associated with a patient's relapse, without creating the sense of
euphoria associated with the abuse of heroin and other opioids. This allows patients to work and
to function as a contributing member of their families during treatment, which helps to make the

entire treatment process much more effective. e

Methadone is available in the form of an oral solution or wafer and has been available in the US
for more than 65 years. Methadone's stabilizing effects last between 24 and 36 hours, and,
therefore, most patients take a single daily dose. . ;

MAT is used to treat all forms of opioid addiction. In fact, in Tennessee, only 4 percent of the
patients treated at non-residential OTPs™ are treated for heroin addiction. OTPs, like the one
proposed for Johnson City, are treating mainstream America’s addiction to opioid prescription
painkillers. v _

33 Methadone (trade name Dolophine)” means a synthetic opioid agonist which has been approved by the
FDA for detoxification and maintenance treatment of opioid addiction. Rules of The Tennessee Department
Of Merital Health and Developmental Disabiliies. Chapter 0940-05-42. Definitions.

3 «Opioid Treatmenit Program (OTP)” or “Non-Residential Substitution-based Treatment Center for Opioid
Addiction” includes, bt is not limited to, standalone clinics offering methadone, products containing
buprenorphine such as Subutex and Suboxone, or products containing any other formulation designed to
treat opioid addiction by preventing symploms of withdrawal, with the goal of the service recipient becoming
free from any drug which is not medically indicated. Rules of The Tennessee Department Of Mental Health
and Developmental Disabilities. Chapter 0940-05-42. .
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sudies have found Methadone treatment 1o be highly cask-efeciive. One year of
medication-assisied treatment with counseling at the proposed Crossioads taclity will cost about

$5,000 per pabenl
MAT aiso prowides many public health benefits. The
mainienance thesapy include:>®
. Redooed or stopped use of injection drugs;
. Reguced nisk of overdose and of acquiring of ransiling GisERSES such as HIV,
hepaiitis B or C, bacterial infections, endocardilis, sof issue infections,
ihrombophiebibs, tuberculosis, and STDs;
. | Retuced morality — the median death rate ot Mﬁapemem individualé in MMT is 30
 percent of the rate of those not in MMT; '
. Possible reduction in sexual risk behaviors, although evidence on this point is
conficiing; :
-  Reduced criminat activity, _
«  improved family stability and employment potential; and

- Improved pregnancy outoom‘es.-
MAT benefits also include decreases in narcotic use, drug deabnn, and other crimina
well as increases in employment and marriage.* |
In addition 1o the heakh and public safety value of MAT, ihese is an economic benefit. lllicit drug
use leads 1o-lost produciivily at work, health care fees, and costs associated with the criminal
jushice system. Research shows an €conomic cost-benefR rabio for methadone maintenance
therapy of neasly $38 saved for every dollar spent on MAT.* _ :
In Ociober 2002, the Food and Drug Administration {(FDA) approved tuprenorphine, Subutex,
and Suboxone for use in opioid addiction treatment. Like methadone, buprenorphine is a drug

replacement therapy. There are currently 105 buprenorphine providers in the Tri-Cities area,
Wmmmh the same medical office compiex as the proposed Crossroads
facility™ .

CDG repons that the benefits of methadone

| behavior as

A methadone treatment program is a necessary alternative to realment with buprenorphine.
Persons seeking treatment for opioid addiction often find bupgenosphine treatment to be cost
prohibitive and each provider is allowed to only treal a very funited number of patients. The
proposed Crossroads facility will offer a less costly and highly eflecive reatment alternative to
{reatment currently avaiable in the Tri-Cities area. : :

In addilion, private physicians rarely offer on-site counseling i conjunclion with buprenorphine
ireatment This type of treatment is often termed "dose and dash” because of the lack of
behavioral counsefing, drug testing, diversion monitoring and individual treatment planning.

It is also imporiant to note that medication-assisted treatment ulifizing Methadone is the safest
form of reatment for pregnant women.*” ' ' >

3 pip/hnas.cdc gowidw/acis/methadonefin. pdf : : _
% 33, hbard, Marsden, Rachal, et al.,1989. Powers and Anglin, 1963, Web Gaide, Part B. National Institute
%n Drug Abuse, Ed. NIDA international Program, 2013 '
38 TR, Ed. "Cost & Uliizalion Outcomes of Opioid-Dependence Treatment”
= hnp:!m:pwaummm.gov!pis’bwns_localorﬂp[ouile:;sgenmpmcm_qm :
Addiction Treatment Forum. Research Study Resuls: Methadons: Best ipr Babies Born with Drug

Withdranaml.
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Geographic Accessibility of Treatment Services

Travel distance is a recognized barriet to ireatment with studies showing that treatment rates fall
substantially as commuie distances increase beyond 25 miles.”® Some persons seeking help
simply forego treatment because of distance barriers. The U.S. Department of Veleran Affairs
also did a study on how distance affecis treatment, and their findings were sobering. Following in-
patient ireatment, those subsiance abuse patients who could travel 10 miles or less for outpatient
treatment services were 2.6 times more likely to obtain outpatient treatment than those who had

to travel more than 50 miles.**

Based on the current estimates of patients in the Tri-Cities area traveling out of state to OTPs for
MAT, an additional 4,000 opioid addicts in the service area can be expected to seek treatment if it
were available in the service area. The proposed OTP improves geographic access to treatrent
for persons who are not in reatment and makes it easier for those in treatment to stay in '

treatment.

Similarly, the 2001 Tennessee Methadone Task Report indicated the number of people seeking
treatment for opioid addiction was directly proportional to the distance traveled to receive
treatment. The Task Force report also noted the number of patients diminish greatly when the
distance lived from the clinic exceeds60miles. — — —— ————— — — — 7~

There are currently no licensed OTP facilities in the proposed service area. Attachment B.IL.C
oontainsamapafallI@nsedandpmposedOTPsinTenanéé- i T

« The closest Tennessee OTP to the service area is located in Knoxville (Knox County),
with a driving distance over 100 miles or approximately a 1 hour and 40 minute drive time
from the cities of Johnson City, Bristol, and Kingsport in the proposed service area.

e The closest out of state OTP is located in Weaverville, North Carolina with a driving

" distance of 52 miles or a 56 minute drive time for residents of Johnson City. The following
is a table of driving distances and times for methadone services from larger cities in the
proposed service area to the proposed clinic in Johnson City, and the nearest existing
clinics located in Knoxville and Weaverville, North Carofina.

Johnson City, TN Kingsport, TN Bristol, TN
: 0 minutes 28 minutes 36 minutes
Proposed Crossroads location 0 miles 23 miles - | 25 miles
54 minutes 76 minutes 85 minutes
Crossroads of Weaverville, NC | 52 miles 74 miles 76 miles
98 minutes 91 minutes 103 minutes
Knoxuville, TN (2 OTP Locations) | 107 miles 99 miles 113 miles

Source: Google Maps

Data are not available to the applicant on the number of service area residents currently receiving
treatment in Knoxville. Crossroads Management Entities operate the nearest out of state OTPs,
Crossroads of Weaverville, North Carolina and Crossroads of Ashville, North Carolina.

4 i _Beardsley, E. D. Wish, D. B. Fitzelle, K. 0'Grady, and A M. Ania, "Distance traveled 1o outpatient drug
treatment and client retention ," Joumal of Substance Abuse Treatment, val. 25, no. 4, pp. 279-285, 2003,
. cited in "Distance Traveled and Cross-State Commuting to Opioid Treatment Programs in the United
ﬁtaies." Journal of Environmental and Public Health, Volume 2011, Article 1D 948789.
Center for Health Care Evaluation and Health Economics Resource Center, Veterans
Affairs, Palo Allo Health Care System, Palo Alto, CA, USA. "The influence of distance on uiifization of
outpatient mental health aftercare following inpatient substance abuse treatment.”
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Approximately 300 patients currently travel from the service area to the applicant's Weaverville
and Asheville facilities located 49 and 70 miles from the proposed location respectively.

Patients treated at the Crossroads Weaverville and Crossroads Asheville facilities must travel
over 100 miles round trip up to seven times per week. There are ihree other OTPs in Asheville
(Western Carolina, CRC and Mountain Area Recovery Center) and two other OTPs in Boone,
North Carolina (Stepping Stone and McLeod) that report between 20% and 40% of their patients

are from northeast Tennessee.

State and federal regulations require new patients to make this commute six to seven days per
week for up to three months. For the next three months of treatment, patients must make this
commute a minimum of 5 days per week, then 4 days per week for the next three months, then 1
day per week thereafter. In other words, for the first year in treatment, patients residing in the
service area must travel to get treatment over 200 days per year and travel in excess of 20,000

miles.

If a Johnson City patient travels 200 miles round trip to Knoxville, he or she will also consume
approximately $18.28 in gas and over three hours of drive time each day®. This is a significant
hardship for patients, especially new patients who must come seven days per week. Under

- current rules, new patients from the Northeast Tennessee area driving to Knoxville (the closest
clinic in Tennessee) must drive up to 9,000 extra miles in the first 45 days of treatment. For
residents of the service area that are seeking to break the cycle of addiction, this is especially

* difficult if they work in the moming, are parents of young children, have unreliable transportation,

or struggle with their finances.
The benefits of MAT depend on geographic accessibility. Extensive travel interferes with
employment and family responsibilities. The patients from Northeast Tennessee who travel

significant distances to the nearest OTP face a tremendous hardship to maintain treatment. Of
the barriers to treatment, geographic distance is at the top of the list, even higher than access o

healthcare insurance.

42 (200 miles/23.3 mites/gallon)* $2.13/gallon
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PROGRAM RULES AND CONSEQUENCES

Treatment programs have rules and regulations to provide effective treatment services and a safe environment for all
patients and staff. Many of these rules have specific consequences that can impact your treatment. It is important that

you understand the following rules and possible consequences.

RULES
Program rules and expectations include (but are nof limited to) the following:

1. No loitering will be permitted under any circumstance. Patients are expected to leave the premises upon
receiving medication unless they have other business such as counseling or doctor appointments.

'Pat_ient(s') waiting to see staff must do so inside the building, in the waiting area.
Patients will be subject to médichtioh/bottle recalls at any time, '
patients will be subject to call-in drug screens.
Patients must return all empty take-home medicatio

Patients are required to provide at least one drug screen pei' month. If a patient fai
screen, it will be treated as a positive screen.

Patients are expected to discontinue itlicit drug- use.
Patients are not allowed to use tobacco products within the faciiity.
. Patients are expected to attend the treatment center as scheduled.
10. Patients are expected to respect the confidentiality of other patients.

11. Patients are not allowed to bring Weapons on the premises. Violators will be asked to immediately leave the
premises and may not be allowed back on the premises. ‘

12. Patients are expected to treat staff and other patients with dignity and respect.

13. Patients must avoid all body language that may appear hot-tempered or threatening.

14. Patient must avoid all aggressive behaviors (e.g., raised voices, hollering, swearing, imp!
. Violators will be subject to a treatment intervention plan. :

f violence or threats of violence against Crossroads staff or other patients. Any
mediate discharge from treatment at this facility. - ‘

n bottles prior to receiving further take-home medication.

o v oa W

Isto prqvide a requestéd drug

o N

fied physical assault).

15. Patients must never commit acts O

_ act of violence or threat of violence will result in im

16. Patients are prohibited from using audio and video recording on the premises. This prohibition includes the use
of video, film, digital and phone cameras, as well as tape recorders. ‘ '

n irhportanl part of recovery. Patients must pay for treatment
don't expect to receive treatment or medicine if you do not
borrow money will not be tolerated.

17. Making treatment a financial priority in your life is a
services and medication at the time received. Please
have the necessary funds. We do not make exceptions. Asking to

CONSEQUENCES

The following consequenées are the likely result of failure to comply with program rules and expectations:
Behaviors that may result in reduction of your medication dose

1. Missed Days

2. Testing pbsitive for illicit use of Benzodiazepines, Alcohol or Barbiturates.
{ .

GA CONSENT6_Rules and Cons_equences_ZOlS
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Behaviors that may result in reduction or suspension of take-home medication piivileges include @ut are not limited to)

1. Continued illicit drug use (The consequences for continued use of illicit drugs including marijuana and

alcohol are as follows, minimally: Two positive drug screens (including marijuana an

d alcohol) within a 90-

day period will result in a reduction of take-home dosing privileges. Three positive drug screens (including
marijuana and alcohol) within a 90-day period will result in suspension of all take-home privileges.)

Missed counseling sessions

Missed Days

Failed Bottle Security Recall

Failure to return take-home medication bottles

Misuse of dose (taking more than prescribed, giving or selling dose, etc.)

Failure to secure take-home doses (or doses falling into unauthorized hands due to negligence)

© NP Wm R W N

Disruptive or inappropriate behavior at facility

~10- Missed payments or otherwise not fulfilling payment agreement
11. Involvement in criminal activity
12. Instability in home environmel;\t

Behaviors that may result in discharge from the treatment program

Employingnt status (including time spent in active job search or enroliment in school or tralning program)

1. Failure to maintain required behavior contracts given by staff, treatment teamis, of Medical Director

Disruptive or inappropriate behavior at facility
Possession or sale of any illicit drugs on the Crossroads Treatment Center premises

Excessive use of alcohol or continued illicit drug use

Continued loitering on the facility premises

T S L S

Failure to pay T reatment Center fees

9.. Abusi ng medicé{iOn (i.e. tob much, losing medication, or failing to take as prescribed)

Physical violence or threats of physical violence (Results in {mmediate termination from treatrent services)

Use (or the introduction) of any alcoholic beverage into the Treatment Center premises

" 10. Behavior that reflects a general unwillingness to cooperate with the protocols of the program.

11. Violation of the confidentiality of other patients - i
12. Attempting to falsify a drug test o

13. Diversion of medication (Selling, sharing, or giving away one’s own medication)
14. Missed Days

‘1 have read, understand and do consent by signature to the above expectations and rules. 1u
this document will be included in the Patient Handbook given to me. -

n'(liersta_n‘d that a copy of

Client Signature Date

Counselor Signature Date

it ety TS Dnnleco

~nd Consequences_ 2015
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Attachment B, Project Description, I.C.

Map of Tennessee OTPs
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March 2011

Tennessee Opioid Treatment Clinics

VIRGINIA

© ONELOCATION @ TWOLOCATIONS @ THREE LOCATIONS
M(Wlb} Lo T e il B ) -
ADC Racovery & Counseling cmtor' Midsouth Trestmen! Center Sokutions of Savannah Volunteer Trestment Center, Inc.
3041 Getwet, Suite 101 540 Hiwy 51 Byposs 3, Suits M el R e
md:s:@m W L";‘“’" - Suvormah, TN 38372 Chattancogs, TN 37408
Mours of Operstion B-F 60-1:30p; Sal6s-0a  Hours of Opersfon M-8at Sa-Tio i\ el 30220 ) B aaion -Gt B308-20
Dosing Hours M-F 5:308-110; Sel 66-08 Dosing Hours M-E Se-A1e; Saf €o-100 o O e 1ot Sol 608 Dosing Hows M.F 5:300-2:307; 511530118

Mamphis Conter for Research & A G e o . ,
1270 Madison Ave fackson Professlonial Associs! T . Knox (Knoxvil
Meomphis,TN 38104 1860 Hwy 45 Bypass, Sufle: Recovery of Columbia DRD Knoxvills Medical Clinic-Central
(PO1) TZ1-5420 Jm'::_ymm & 4202 Sousth Jemes Campbel! Bivd. 412 Cltico Street

Hours of Operation M-F 5:45a-2p; Sal Ba-Ba (731) 660-0880 %T;:.m 38401 W'm 13-,921

Dosing Hours M-F §:45e-1p; Sal 62-8a Hours of Operation M-F Se-1p; Sal 6a-2p il ﬂ'op“uumm M-Sat 5:30a-11a , 'stmd oporstion M-St 5:308-2:30p

Dosing Hours M-F Bs-1p; Saf 622 -

Dosing Hours M-F 5:30-11g; Sat 6a-9a

Dosing Houre 5:308-11p; Sat 6a-8a

Raleigh Profassional Associates

2060-8 Austin P e S BT

Memphis, 'n: 3;1;:-1 Parie Frofessionsl Associntes | DRD Knoxvifie Medical- Clinfc-Bemard

(901) 3727876 - 2555 Egst Wood Street iddter Tennessee Treatment Cenler 626 Bemard Avenue

Hours of Operation M-F 5a-1p; Sat 6a-2p Paris, TN 36242 2410 W{':' 3:;;;09 xnostng E“m_m

Doaing Hours M-F 5a-a; Sat 6e-10e s el S e aton M-St 6:300:2:30p
Hours of Oparetion p Opar :30842:
Dosing Houts M-Set Sa-1p Haurs of Oparution M-Set 6a-1p Dosing Hours M-F 5:30a-116; Sst 6s-%

Dosing Hours M-F 6a-1p; Sat 68-9a
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Attachment B, Project Descriptioh', lI.A.

Plot Plan
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==CRS|PowerTool Property Report

Monday, June 29, 2015 Princeton Rd, TN
Washington County, TN parcel# 038G C 015.03

Property Report P £

Location
Property Address Princeton Rd
N
Subdivision Lena Crumley Tucker Est
County ashington County, TN
Name Mountain States Health Alliance
Mailing Address 400 N State Of Franklin Rd Lo S
Johnson City, TN 37604-6035 4
Property Type Residential
Land Use ' -
Improvement Type
Square Feet
ParcellTax ID 038G C 015.03 4
Special Int. 000
Alternate Parcel ID
Land Map - 038G
District’Ward 10
Census Tract/Block
Assessor Roll Year 2014

Sales History through 06/09/2015

|

Date Amount Buyer/Owners g npiOwyers Instrument Parcels Book/Page or Documen
01/05/2006 SSOO_.OOO‘Mountain States Health Alliance Wahanty 2 . R480/11706
Deed
07/24/2003)$200,000|Cardiology Consultants Medical Properties Lic \Warranty R344/1172
Deed
12/01/1999 LF’earson Caralyn Crumley R189/11507
12/15/1998 Crumley Lena C L/E Rem: Tucker Lena C Etal ' R160/1316
05/23/1995 Crumley Lena C L/E Rem: Crumiey John L Efal 3 R71I_l1620
07/26/1976 2 502/460
03/13/1975 2 498/101
04109/1974 2 478/333

Tax Assessment

Appraisals Amount Taxes Amount Jurisdiction Rate
Assessment Year 2014 |[Tax Year 2014
Appraised Land $233,600 |City Taxes $946.08 |Johnson City 1.62
Appraised Improvements $0 |County Taxes $1,156.20 [Washington 1.9798
Total Tax Appraisal $233,600 |Total Taxes $2,102.28
Total Assessment $58,400 |Exempt Amount

Exempt Reason

COPYRIGHT © 2015 COURTHOUSE RETRIEVAL SYSTEM. ALL RIGHTS RESERVED. Call (865) 584-8017.
Information Deemed Reliable Beut Not Guaranteed.
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Princeton Rd, TN - Washington County, TN parcel# 038G C 015.03, cont.

Mortgage History

Book/Page or Document#

Date Loan Amount Borrower Lender
10/19/2000|$21,392 Pearson Carolyn First Tennessee Bank 211/1972
1/19/2000 |$10,400 Pearson Carolyn C First Tennessee Bank 191/563

Property Characteristics: Building
No Buildings were found for this parcel.

Property Characteristics: Extra Features
No extra features were found for this parcel.

Property Characteristics: Lot
Land Use
Block/Lot
Latitude/Longitude [36.352861 °/-82.370712°

Lot Dimensions
Lot Bquare Feet

Property Characteristics: Utilities/Area

Gas Source Public - Manufactured Gas Curb/Gutter Paved
Electric Seurce ' Public Rolling

Water Source Public Improving

Sewer Source Public Special School District 1

Zoning Code Special Bchool District 2

Owner Type

Legal Description
Subdivisien
Blockilot
District/Ward

15/155 -

N

Flood Zone Information
Firm Panel

Zone Code Flood Risk Description ' ® G FIRM Panel ID Ef. Date
Area of minimal flood hazard; usually depicted on FIRMs as above the 500- 471 79C0176D|09/29/2006
year flood level.

Zone Source: FEMA DFIRM Data

X Minimal

COPYRIGHT ® 2015 COURTHOUSE RETRIEVAL SYSTEM. ALL RIGHTS RESERVED. Call (865) 584-8017.
Information Deemed Reliable But Nol Guaranteed.
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Attachment B, Project Description, IV

Floor Plan

4824-0049-0794.1
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Attachment C, Need 1(a)

1. Safeguards Against Drug Abuse and Diversion in
MAT Programs

2. 2008 Téh’nessee Department of Mental Health
NRMTF Data |

4824-0049-0794.1
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SAFEGUARDS AGAINST DRUG ABUSE AND
DIVERSION IN MAT PROGRAMS

1. RESTRICTIONS ON TAKE-HOME MEDICATION

Upon initial admission to the program patients must attend the center daily for treatment.
The patient does not receive any medication to take home (assuming the operator is open
7 days per week as opposed to 6, therefore limiting if not eliminating the possibility of
abuse or diversion early on in treatment.

Receiving any take home medication at any stage of treatment is a privilege that is earned
over time. This privilege can only be earned by meeting strict federally mandated criteria
commonly referred to as the “8-point criteria” combined with mandatory time of continuous
treatment compliance articulated in the Federal Opioid Treatment Regulations. - To
determine whether or not a particular patient may receive take home medication requires
the medical director to make a decision based on many factors, - including but not limited to:

“8-Point Criteria”

1. Absence of recent abuse of drugs

2. Regularity of clinic attendance :

3. Absence of serious behavioral problems at the clinic

4. Absence of known recent criminal activity (e.g.. drug dealing)

5. Stability of the home environment and social relationships of the patlent

6. Length of time in comprehensive maintenance treatment with absence of illicit drug use.
7. Assurance that take-home medications can be safely stored at the home of the person
served.

8. Weighing of the rehabilitative value of decreasing the frequency of clinic attendance
against potential risks for diversion.

Schedule of Take-Home Ellglblhty per Federal Opioid Treatment
Regulation 42 CFR 8.12

i Length of Time of
Eligibility Length of Time in Continuous Compliance | Weekly Clinic | Take Home
Level Continuous Treatment with Program Attendance Doses
: Requiremen .
Level 1 1 — 90 days (3 months) Less than 90 days 6 days/week 1
Level 2 91 - 180 days (3 - 6 | 90 days minimum af Level | 4 days/week 3
months) 1
Level 3 181 — 270 days (6 — 9 | 90 days minimum at Level | 3 days/week 4
months) 2
Level 4 271 - 365 days (9 months | 80 days minimum &t Level | 2 days/week 5
to 1 year) 3
Level 5 Greater than 1 year 180 days minimurr 1 day/week 6
Level 6 Greater than 2 years 1 year minimum at Level | One visit every | 13
5 14 days

4853-0055-5050.1
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2. DIVERSION CONTROL PLAN

An OTP must develop and maintain a diversion control plan (DCP). The goal of a DCP is to
reduce the scope and significance of diversion and its impact on communities. ‘Each
program’s DCP should make every effort to balance diversion control against the
therapeutic needs of the individual patient. DCPs should address at least four general
areas of concem: program environment, dosing and take-home medication (take-homes),
prevention of multiple program enroliment, and prescription medication misuse. '

A. Program Environment : o
Diversion in the program environment can be deterred and detected by regular surveillance
and the monitoring of areas in and around the program, where opportunities for diversion
may exist. Some OTPs use video surveiliance; however, few rely solely on this method. A
-system of rounds, where security personnel or other staff walk around the interior and
exterior of the clinic on a regular and periodic basis to observe activities at the entrances
and in the hallways, adjacent alleys, and parking areas, provides an opportunity to assess
and intervene in suspicious behaviors such as loitering. A visible human presence at a
program’s location gives community members the opportunity to- approach staff with
concerns and communicates the program’s commitment to assuring a safe environment
and a positive impact on the surrounding community. It also is recommended that OTP
staff consult periodically with law enforcement in the surrounding community and where
patients live to discuss surveillance findings (assuming it will not impair any criminal
investigation) and the perceived ‘and actual problems encountered. Patient involvement in
assuring a therapeutic and safe freatment environment is an essential part of a DCP.
Patient committees can advise on program policies and procedures and how they are
implemented. Patients can make important contributions to problem solving and help
balance diversion control strategies with the needs of patients. '

B. ' Dosing and Take-homes:
In the area of dosing and take-homes, diversion control encompasses careful control of

inventory, attentive patient dosing, and close supervision of take-homes. Although
observing a patient take his or her dose and having each of them drink and speak after
dosing are fundamental components of diversion control, it is easy to lose sight of the
importance of these repetitive nursing tasks. Take-home dosing should be provided with
careful attention to regulatory compliance and the therapeutic benefit and safety these
regulations are meant to promote. Random call backs to inventory a patient's take-home
doses are an important element of any DCP. Patients must be clearly informed of the
responsibility they have to keep take-home opioid medications in a child-proof medication
container and store them in a secure location. It also is important to perform toxicology
testing on patients with take-home doses without falling into a predictable routine and to
have clear policies and procedures to prevent the falsification of toxicology specimens. A
program’s response to toxicology specimens that are negative for methadone or otherwise
indicative of falsification needs to address the possibility of diversion of methadone. Simple
strategies, such as requiring the return of -all take-home dose bottles, can reduce the
opportunity for passing off diverted methadone as legitimate. Always investigate the
4853-0055-5050.1 -
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alleged or actual source of diversion, and, if necessary, change the frequency of take-home
reviews. Drug testing regimens also may have to be reevaluated. Special, intensified group
or individual counseling sessions may be helpful for individuals or groups at risk for
diversion problems. Programs currently closing for Sundays or holidays should have clearly
spelled out policies and procedures for determining who may have a take-home dose for
these days. Universally granting take-homes for days when the program is closed
increases the program’s risk for diversion and adverse outcomes. Consideration should be
given fo opening on these days for a short period to administer medications to those
patients not yet able to: dose safely without supervision. Monitoring patients receiving
medication for unsupervised use requires the physician to have knowledge of physiological
issues; a thorough understanding of the differences among laboratories; and the factors
that affect absorption, metabolism, and elimination of opioids. Knowledge and
understanding in these areas are essential, for example, to interpret a toxicology test that is
negative for methadone or methadone metabolites. All staff members may contribute to the
safety and therapeutic benefits of unsupervised medication use. Any observations or
information relevant to the use of unsupervised medication use acquired in the Lcourse of
interacting with patients is to be conveyed to the medical director for his or her
consideration in making dosing and management decisions. e et

C. Prevention of Multiple Program Enroliment:

Reasonable measures should be taken to prevent patients from enrolling in treatment
provided by more than one clinic or individual practitioner. These measures should be
commensurate with the severity of the problem and the documented cons\equences An
OTP, after obtaining patient consent, may contact other OTPs within a reasonable
geographic distance (100 miles) o verify that a patlent is not enrolled in another OTP.

D.\ Misuse of Prescription Medication:

The misuse of prescnptlon medication has become an area of great concern nationally and
impacts diversion control planning :at OTPs. Nearly all states have a prescription drug
monitoring program (PDMP) of some sort. Up-to-date information about each state’s PDMP
can be found at Brandeis University's PDMP Training and Technical Assistance Center. In
addition, the National Alliance of Model State Drug Laws is another source of information.
While state programs may vary from one another, all OTP physicians and other healthcare
providers, as permitted, should register to use their respective state’s PDMP and query it
for each newly admitted patient prior to initiating dosing. The PDMP should be checked
periodically (for example quarterly) through the course of each individual's treatment and,
in particular, beforé ordering také-home doses as well as at other important clinical
decision points. Querying the PDMP will result in a range of possible results. In some
cases, no use of scheduled prescription medications will be identified. In others, the history
of prescription use reported by the patient will be confirmed. If the patient has ongoing
relatlonshlps with prescribers from whom they may still acquire prescriptions for controlled
substances or other psychotropics, strategies to prevent or limit this activity should be
established. Ideally, releases of information should be obtained from each prescriber in
order to coordinate needed medical care while avoiding the use of medications that may
interact with the pharmacotherapy for a substance use disorder. Lastly, the PDMP may
reveal ongoing receipt of prescnptlons not reported to the program for substances known to
be misused by the patient. An assertive strategy of care coordlnatlon combined with
4853-0055-5050.1
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additional treatment strategies, such as medically supervised withdrawal from the misused
prescription medications and intensive behavioral interventions, may need to be
implemented. In some situations, the presence of active diversion may lead to discharge
for reasons of patient safety or the safety of the community. Of particular concern is when a
patient refuses to sign a release of information to allow care coordination with other
prescribers. The program should develop detailed policies and procedures to govern the
use of and response to PDMP information for diversion control. Every effort, including full
psychiatric assessment, higher levels of substance use disorder treatment, detoxification
services, and intensive counseling, should be made to address the addictive behaviors
underlying the individual's polysubstance use. The responsibility to implement and monitor
each aspect of the DCP should be clearly assigned to specific clinical, administrative, or
medical staff members as appropriate. These staff members should have the opportunity to
meet regularly to update one another on issues and communicate concerns. This may be
accomplished during regular meetings of a specific diversion control committee. In smaller
programs, the DCP may be a regular business item during meetings of all staff. Specific
procedures for monitoring possible diversion in each of these areas and how to address it
should be spelled out.

Lastly, it is worth noting that the National Institutes of Health states “the safety and efficacy
of MMT has been unequivocally established” adding that “methadone maintenance coupled-
with relevant social, medical and psychological services has the highest probability of being
the most effective of all available treatménts for opioid addiction -

4853-0055-5050.1
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Attachment C, Need 3

Map of Service Area
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Attachment C - Economic Feasibility - 1

Architect Letter
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= StevenK.
Architecture o Planning « Design l . HUTTON

245 East New Street, Suite 201 Kingsport, Tennessee 37660 423-378-5592 & Associates, pc

October 30, 2015

Phillip M. Earhart, Health Services Development Examiner
State of Tennessee

Health Services and Development Agency

Andrew Jackson Building 9" Floor

Nashville, TN

Re: ,Croésroads Treatment Centers of Tricities

Dear Mr. Earhart:

The project consists of the construction of a new one story building on a previously
undeveloped site. The construction will generally be comprised of
e Metal or wood exterior framed walls and masonry veneer o

Wood or metal truss roof structure with membrane or shingle roof system
Metal stud intefior partitions and trim finishes of paint and vinyl wall coverings
Solid core wood doors and steel frames

Floor coverings of carpet, ceramic tile, vinyl tile and related base

Suspended acoustic ceilings

Casework and countertops

Heating, ventilating and air conditioning systems

Electrical services and lighting
'Plumbing for restrooms, break area and miscellaneous building services
Asphalt paved parking lots, concrete sidewalks and related site improvements

We estimate that the cost to construct the project to provide a physical environment,
according to applicable federal, state and local construction codes, standards,
specifications to be $1,449,600. ,

'When constructed the physical environment will conform to applicable federal standards
and licensing agency requirements. -

Please call me if you havé any questions.

¥ Y - e,
700 Mo, 15462 2T
"’ ) . N
7,0F T ‘\\\\\\‘\\
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Architecture « Planning « Design
245 East New Street, Suite 201  Kingsport, Tennessee 37660 423-378-5592

1.5 Acre Site Princeton Road
Johnson City, TN
10/30/2015

Building Interior (60%) $84 /sf x 6,000 sf
Building Shell (40%) $56 /sf x 6,000 sf

Site Grading

Site Utilities and Water Quality _
Paving, Sidewalks and Curbs $4 x 39,661 sf
Landscaping, Grass Retaining Walls and Site Finishes
- Site Civil Engineering fees

Architectural, Mechanical, Plumbing, Electrical
Engineering Design fees -
Topographic Survey

Geotechnical Testing and Report

Land cost

Preliminary Project Budget

$504,000.00
$336,000.00
$35,000.00
$40,000.00
$158,600.00
$25,000.00
$4,000.00

$46,400.00
$2,000.00
$3,600.00
$295,000.00

$1,449,600.00

StevenK.

HUTTON

& Associates, pc
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crossroads treatment centers

_ We will treat you with compassion and respect.
Crossroads Treatment Center of Tri-Cities, PC

Pre-Opening Expense for Staff
Office Supplies

‘Medical Supplies

Furniture

Computers

Security, (Cameras/Alarm)
Land Purchase
Building/Architect

Application Fees

Zoning special exception
CON - Research and Planning Consultants
CON - Lawyers

Sub Total
10% contingency on Total
Total Costs

$35,000
$8,000 Staple/GOS
$15,000 Moore Medical
$20,000 Staples/Amazon
$20,000 Mountain Communication Systems :
$18,000 Mountain Communication Systems
$295,000 :
$1,154,600 Steve Hutton & Associates, PC

$15,000 [annassee Depti et CARE SAMHSA, Busint

$10,000 Lewis Thomason PC
$35,000 Research & Planning Consultants,L.P
$35,000 Waller Lasden Dortch & Davis LLP

$1,660,600
$166,060
$1,826,660
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Funding Documentation
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aatment centers

crassroa
We help opioid-dependent people get their tives back.

October 5, 2015
Statement Regarding Funding Sources

Crossroads has secured a $5 million Revolving Note funded by Ally Bank. In
part, the purpose of this note is to cover the development and start-up costs of
projects such as the Crossroads Treatment Center of Tri-Cities, PC project.

A copy of this note appears on the following 4 pages. On the last page .
hereafter is a copy of a statement prepared by Ally Bank on October 5t, 2015
showing “total available to draw” balance of $4,799,977.80. A~

If I can provide additional detail or answer any questions, please do not
hesitate to reach out to me. I can be reached via email at
jevans@crossroadstreatmentcenters.com of by phone at 404-444-1238.

Thank you,

es H. Evans
Chief Financial Officer
Treatment Centers HoldCo, LLC

WWW.CIFosSs roadstreatmentcenters.com
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REVOLVING NOTE

$5,000,000.00 : December 23, 2014
New York, New York

 The undersigned, TREATMENT CENTERS HOLDCO, LLC, a South Carolina
limited liability company (“HoldCo”), CROSSROADS OF ASHEVILLE MANAGEMENT
CO., LLC, a North Carolina limited liability company (“Asheville”), CROSSROADS OF
COLUMBIA MANAGEMENT CO., LLC, a South Carolina limited liability company
(“Columbia”), CROSSROADS OF DANVILLE MANAGEMENT CO., LLC, a Virginia
limited liability company (“Danville”), CROSSROADS OF GREENSBORO

MANAGEMENT CO., LLC, a North Carolina limited liability company (“Greensboro™), . -

CROSSROADS OF GREENVILLE MANAGEMENT CO., LLC, a South Carolina limited

liability company (“Greenville”), CROSSROADS OF NORTHWEST GEORGIA

MANAGEMENT CO., LLC, a Georgia limited liability company (“Northwest Georgia™),

CROSSROADS OF SENECA MANAGEMENT CO., LLC, a South Carolina limited liability

company (“Sencca”), CROSSROADS AT SUGARLOAF MANAGEMENT CO., LLC, a
“Georgia limited liability company (“Sugacioaf”), CROSSROADS OF WEAVERVILLE
" MANAGEMENT CO., LLC, a North Carolina limited liability company (“Weaverville”),
CROSSROADS OF CALHOUN MANAGEMENT COMPANY, LLC, a Georgia limited
liability company (“Calhoun”), CROSSROADS OF CHARLESTON MANAGEMENT
COMPANY, LLC, a South Carolina limited liability company (“Charleston”), CROSSROADS
OF LAGRANGE MANAGEMENT COMPANY, LLC, a Georgia limited liability company
(“LaGrange”), CROSSROADS OF MYRTLE BEACH MANAGEMENT COMPANY,
_ LLC, a South Carolina limited liability company (“Myrtle Beach”), CROSSROADS MERGER
SUB, LLC, a Delaware limited liability company (“Merger Sub™) (individually and collectively, -
jointly and severally, “Borrower”), for value received, promises to pay ALLY BANK, at its
principal office, as agent for Lenders (in such capacity, the “Agent”) in New York, New York, in
lawful mioney of the United States of America and in immediately available funds, the principal
amount of Five Million Dollars ($5,000,000.00, together with accrued and unpaid interest from
and after the date hereof on the unpaid principal balance of this Revolving Note (this “Revolving
- Note™) outstanding from time to time.

This Revolving Note is issued pursuant to that certain Loan and Security Agreement of
even date herewith among Borrower, CROSSROADS HOLDING, LLC, a Delawar¢ limited
liability company (“Holdings”), and any other Guarantor from time to time a party thereto
(together with Holdings, individually and collectively, “Guarantor™), the financial institution(s)
listed on the signature pages thereof and their respective successors and Eligible Assignees (each
individually a “Lender” and collectively “Lenders”) and Agent (as may be amended, restated,
supplemented or otherwise modified from time to time, the “Loan Agregment”), and is entitled
to the benefit and security of the Loan Documents provided for therein, to which reference is
hereby made for a statement of all of the terms and conditions under which the loan evidenced
hereby is made including those pursuant to which this Revolving Note may or must be paid prior
to its due date or the due date if accelerated. All capitalized terms herein, unless otherwise
defined, shall have the meanings ascribed to them in the Loan Agreement.

CHICAGO/#2652285.2
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The principal amount of the indebtedness evidenced hereby shall be payable in the
amounts and on the dates specified in the Loan Agreement and, if not sooner paid in full, all
unpaid principal and accrued interest shall be due and payable on the Termination Date. Interest
thereon shall be paid until such principal amount is paid in full at such interest rates and at such

times as are specified in the Loan Agreement.

Upon and after the occurrence and during the continuance of an Event of Default, this
Revolving Note shall or may, as provided in the Loan Agreement, and without demand, notice or
legal process of any kind, become or be declared immediately due and payable.

To the extent permitted by applicable law, demand, presentment, protest and notice of
“nonpayment and protest are hereby waived by Borrower.

This Revolving Note shall be interpreted, governed by, and construed in accordance with,
the' laws of the State of New York applicable to contracts made and to be performed entirely
within such State. ) ' :

(Signature page follows)

CHICAGO/#2652285.2
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(Sigwm Page to Revolving Note)

IN WITNESS WHEREOF, the undersigned has executed and delivered this
Revolving Note as of the date first above written. :

BORROWER:

CHICAGOM2652285

TREATMENT CENTERS HOLDCO, LLC, a South
Carolina limited liability company

CROSSRUADS OF ASHEVILLE MANAGEMENT CO,,
LILC, a North Carolina limited liability company
CHOSSROADS OF COLUMBIA MANAGEMENT CO.,
LILC, a South Carolina limited liability company
CROSSROADS OF DANVILLE MANAGEMENT CO
LLC, a Virginia limited liability company

CROSSROADS OF GREENSBORO MANAGEMENT
€O, LLC, a North Carolina limited liability company
CROSSROADS OF GREENVILLE MANAGEMENT CO.,

LI, a South Carolina limited liability company

CROSSROADS OF NORTHWEST GEORGIA
MANAGEMENT CO., LLC, a Georgia limited liability

y
Z%w OSSROADS OF SENECA MANAGEMENT CO., LLC,
a South Carolina limited liability company
CROSSROADS AT SUGARLOAF MANAGEMENT CO.,
LILC, a Georgia limited liability company

" CROSSROADS OF WEAVERVILLE MANAGEMENT

CO., LILC, a North Carolina limited liability company
CROSSROADS OF CALHOUN MANAGEMENT
COMPANY, LLC, a Georgia limited liability company .
CROSSROADS OF CHARLESTON MANAGEMENT

- COMPANY, LLC, a South Carolina limited liability company

CROSSROADS OF LAGRANGE MANAGEMENT
COMPANY, LLC, a Georgia limited liability company
CROSSROARS OF MYRTLE BEACH MANAGEMENT
COMPANY, , a South Carolina limited liability company

By: \ x\-‘\
Rupert J. Me , M.D.
Chief Executive Officer
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(Signature Page to Revolving Note)

MERGER SUB: CROSSROADS MERGER SUB, LLC, a
Delaware limited liability company

“Arion Robbins
Secretary

CHICAGOf#2652285
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ally | TREATMENT CENTERS HOLDCO,LLC
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October 22, 2015

Tennessee Health Services and Develepment Agency

Melanie M. Hill
502 Deaderick Street, Andrew Jackson Bldg., 9™ Floor

Nashville, TN 37243
RE: Crossroads Treatment Center of Tri-Cities, PC- CON application

Ms. Hill:

This letter confirms that Crossroads Treatment Center of Tri-Cities, PC is able and willing
to fund the total project for the treatment center at Princeton Road. Crossroads has a
confirmed option to purchase the property. The current financial resources of the company
are more than enough to cover the land acquisition, development of the building, interior
finish, furnishings and initial operating loss for the project.

As of today, all necessary funds are available and being held until the start of the
project. | have submitted an addltlonal letter that may be referenced showing the current

funds available.

If I can provide additional assistance, please do not hesutate to reach out to me. L can be
reached via email at rmccormac@crossroadstreatmentcenters.com or by phone at 864-270-6860.

Sincerely,

Rupgrx McCormaclV M.D

Chief Executive Officer
Treatment Centers HoldCo, LLC
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crossroads treatment centers

PATIENT FEE AGREEMENT

Before you will be enrolled in the Methadone Therapy Program for OTP patients at
screening and assessment process including:
e A Physician’s Admission Assessment
o Laboratory Tests conducted by a program Nurse
o  Completion of all required consents, releases and other program documentation :
e An orientation and introduction to our methadone program, program rules and requirements as well as the risks and
benefits of methadone-assisted treatment for opioid addiction -

_ The fee associated with this intake process is cu}rently waived for all new or transfer patients.

Crossroads, you wﬂl undergo an intake

The dosing fee for the Crossroads Methadone Program is $14.00 per dose.

Guest dosing fees are as follows: Set-up: $25.00 Per dose: $14.00

All fees must be paid prior to dosing’. All lab work and drug screens that are part of the intake process are included as part
of your intake and will be paid for by Crossroads. Crossroads also covers the cost of your first urine drug screen each month.
nfirmation of your drug screen results, you must.pay the $20.00 confirmation test fee up front. This

If you request a co
$20.00 will be credited to your account if the confirmation overturns the original results.
Additional fees, if applicable, include: '
e Urine Drug Screen (other than the first screen of the inonth) - ; : $10.00 cach
o Othei Specialty Urine Screens: ‘ : ' : .
o Buprenorphine i $2.00 each
o Ethyglucuronide (EtG) or Fentanyl _ ' $10.00 each
o - Oral Swab ({funable to use urine screen) ; $15.00 cach
e Confirmation Test (coss & be reimbursed f original test résults overturned) $20.00 each
e On-Site Testing Fee: o
o ' Pregnancy or Alcobol or Benzo or DIF or 2-Panel (OPS/OXY) $15.00 cach
o 4-Panel DIP (OPS/OXY/BZP/MTH) $5.00 each
e Blood Lab Fees: S ‘
.o Annual Labs (anmually after the first year's intake lab) $50.00 each
o Methadone Peak OR Trough ' $45.00 each
o CBC or CMP or Hepatic Function or RFR .o $10.00 each
o TSH or Hepatitis A or Hepatitis B or Hepatitis C or HIV : $30.00 each
e TB Test redo fee (ifsest must be re-run due to patient's failure to have first test read in timely fashion). .....cusevacees B $25.00 each
e Other: . .
o VITADONE 3 ; : S NS $25.00
o Lock-box bag with lock : , ' $15.00

Acceptable forms of payment include cash, debit cards and/or all major credit cards (other than American Express or
Discover). Before you elect to prepay for multiple doses, understand that we do not provide refunds. If you prepay and leave
treatment, we will hold your balance for use when/if you return to treatment. If you anticipate leaving treatment, do not
prepay for multiple doses. We reserve the right fo change our pricing at any time for any reason.

I have read, understand and do hereby consent by signature to the above provisions. I understand that a copy of this Patient

Fee Agreement document will be included in the Patient Information Pack given to me.

Client Signature Date

Date

Counselor Signature

1 In order to help you cope with an unforeseen cmergency, Crossroads will permit you fo charge an amount not to exceed the value of two doses, inclusive
of any unpaid “additional fees” as described above. You will not be permitted to carry a deficit balance, inclusive of any unpaid “additional fecs” as

mmtend aheuse in an amennt oreater than the value of two doses.



132

Attachment C, Economic Feasibility - 10(24)

Fi'n-ancial Statements

4824-0049-0794.1



133

Crossroads Holding, LLC, Subsidiaries
and Associated PCs

* Report on Combined Financial Statements

" For the perfodffram December 23, 2014 through
- December 31,2014 (Successor) and ;
Januury 1, 2014 thmugh Decembcrzz, 2014 (Prcdecessar)
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_ @ elliott qavifs
decosimo

" Independent Auditor’s Report

The Members : CoE '
Crossroads Holding, LLC, Subsidiaries and Assodiated PCs

Greenville, South Carolina

Report on the Combined Financial Statements

We have audited the accompanying combined balance sheet of Crossroads Holding, LLC, Subsidiaries and
Associated PCs (“Successor”) as of December 31, 2014 and the related combined statements of operations,
changes in members’ equity and cash flows for the periods from December 23, 2014 through December 31,
2014 (“Successor period”) and from January 1, 2014 through December 22, 2014 (*Predecessor period”) and the

n;la't‘ed notes to the combined financial statements. -
Management’s Responsibility for th'@emhined Financial Statements

~ Management is responsible for the preparation and fair presentation of these combined financial statements in

accordance ‘with accounting principles generally accepted in the United States of America; this includes the
design, implementation, and maintenance of internal control relevant to the preparation and fair presentation
of combined financial statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these combined financial statements based on our audit. We
conducted our audit in-accordance with auditing standards generally accepted in the United States of America.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
combined financial statements are free of material misstatement., '

An audit involves performing_procedures to obtain audit evidence about the amounts and disclosures in the
combined financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the combined financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the combined financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity’s internal control. Accordingly, we express no such opision. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the combined financial statements. S

We believe tﬁalt' the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion. '

e afliotidavis.conn
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Opinion

In our opinion, the combined financial statements referred to above present fairly, in all material respects, the
financial position of Crossroads Holding, LLC, Subsidiaries and Associated PCs as of- December 31, 2014 and the
results of its operations and cash flows for the periods from December 23, 2014 through December 31, 2014 and
January 1, 2014 through December 22, 2014 in accordance with accounting pnnaples generally accepted in the -
United States of America.

Greenville, South Carolina . )dlﬂd

March 27, 2015




137

Crossroads Holding, LLC, Subsidiaries and Associated PCs

As of December 31, 2014
Assets
Current assets
Cash and cash equivalents S 474,702
Prepaid expenses 113,168
inventories _ , 24,941
Other current assets > : _ . 56,934
Total current assets 669,745
Property and equipment, net 851,937
Other assets
Capitalized loan fees, net ' 507,690
Intangible assets, net 11,329,389
Goodwill, et * 30,411,520
Total other assets 42,248,599
Total assets '§ 43,770,281
- Liabllities arid Members® Equity
Accounts payable ‘¢ 228,238
Line of credit i o 100,000
 Accrued éxpenses and other current Habilities " . 390,624
Senior debt - cufrent portion 250,000
Total current liabilities 968,862
Other liabilities _ .
_ Seniordebt - net of curreat portion 9,750,000
Subordinated debt 6,502,438
.. Total other liabilities 16,252,438
Members'equity o | 26,548,981

Yotal liabilities and members' equity . $ 43,770,28

" See Notes to Combined Financlal Statements
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Crossroads Holding, LLC, Subsidiaries and Associated PCs
Combined Statements of Operations :

December 23, 2014 January 1,.2014
through December through December
31,2014 - 22, 2014
{Successor) {Predecessor}
Revenues . s 461,719 $ 15,772,123
Cost of revenies _ ' 251,474 9,377,715
Gross profit 210,245 " 6,394,408
Selling, general and administrative expenses 344,750 3,436,618
f : & - ' a
Operating {loss) income - _ (134,505) : 2,957,790
Other (income) expenses - .
~e s ——|riterest expense o e e 42,300 8 5A2
Miscellaneous income - - i _ (1,749)
Transaction expenses _ ' . 2,135,268 448,865
Total other expenses : , 2,177,568 455,658
Net (loss) income : _ ' _ $ (2,312,073) $ 2,502,132

See Notes to Combined Financial Statements
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Crossroads Holding, LLC, Subsidiaries and Associated PCs
Combined Statements of Changes in Members' Equity
For the periods from December 23, 2014 through December 31, 2014

and January 1, 2014 through December 22, 2014

Balance ot Jonuary 1, 2014
Member distributions
‘Net income

Balance at December 22, 2014

Balance at 'Decem'be,r 23,2014
issuance of Class A units
issuance of Class B-1 units
Issuance of Class C units
- lssuance of contingent Class B-2 units
“Net loss . :
Balance ot December 31, 2014

See Notes to Combined Financial Statements -

$ 1,139,318
(2,819,635)
2,502,132

S 821,815

$ .
14,552,998
10,357,002
Y |
'3,951,000
2,312,073)

$ 26,548,981
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Crossroads Holding, LLC, Subsiduaries and Associated PCs
Cambined Statements of Cash Flows

Operating activities
Net (loss) income
Adjustments to reconcite net (loss) income to net cash
{used for) provided by operating activities: ‘
. Interest paid-in-kind
Depreciation and amortization
Changes in operating assets and liabilities:
Prepaid expenses .
Inventories
Other current assets
Accounts payable
Deferred rent
Accrued expenses and athef current liabilities -
Net cash (used for) provtded by operating activities

Investing. -crm:s
Purchases of property and equlpment
Cash paid for net assets acqujred
Cash‘used for investing activities

ananclng activities

Borrowings (payments) on line of credit

Member. distributions

Cap[ta[‘zed loan fees -

Proceeds from senior debt

Proceeds from sub debt

fssuance of Class A units

Issuance of Class B-1 units’

tssuance of Class.C units
Net cash provided by (used for) financing activities
Net increase (decrease) in cash

Cash and cash equivalents, beginning of period
Cash and cosh equivalents, end of period

Supplemental cash flow information
Cash paid for interest

Non cash financing activity
tssuance of contingent Class B-2 units

See Notes to Combined Findncial Stateménts

Deceber 23, 2014

January 1, 2014
through December through December
31,2024 22,2014
{Successor) {Predecessor)
$ (2312073} $ . 2502132
2,438 -
165,013 215,681
(12,967)  (45,425)
2,7 (1;663)
- (8,704)
121,383 129,762
_- TE (23,478)
228,321 278,869
(1,805,164) " 2,947,174
- (301,443)
(38,764,786} #
{38,764,786) (301,443)
100,000 (134,518)
- - (2,819,635)
(510,000} -
16,000,000 -
5,500.0@ =
14,552,998
10,357,002
3 | 54 )
41,000,054 (2,954,153)
430,104 (308,422)
44,598 1,059,116
3 474,702 $ 750,694
$ : s 8,542
$ 3,951,000 $ -
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Crossroads Holding, LLC, Subsidiaries and Assaciated PCs
Notes to Combined Financial Statements ' ‘
December 31, 2014

Note 1. Organization and Basis of Presentation

Organization:

Treatment Centers HoldCo, LLC {“HoldCo"), a South Cardlina limited liability company, was formed on October 1,
2007. As of December 31, 2014, HoldCo has thirteen wholly-owned separate limited liability companies (the
“L1Cs*). Each LLC is organized with an associated professional corporation (“PC”) for purposes of conducting
operations. Each PC is owned solely by one of the members of HoldCo, who is a licensed medical doctor. The LLC
for each center is associated with the PC for each center by virtue of a Services Agreement whereby the LLC

contracts to provide various management services for the benefit of the PC. The PC for each center owns all
licenses for that center. The PC for. each center is solely responsible far conducting all medical and dlinical

‘practices at that center. HoldCo and its wholly-owned LLCs and Associated PCs are collectively referred to as the
‘*Company”. The Company is engaged in the operation and management of medical treatment centers for opioid

addiction. As of December 31, 2014 the Company had nine treatment center locations in operation across four
states (South Carolina, North Carolina, Georgia and Virginia) and is headquartered in Greenville, South Carolina.

On Decémber 23, 2014 the Company entered into an Agreement and Plan of Merger (the “Agreement”) with

-Crossroads Holding, LLC (the “Parent”), a Delaware limited lability company, and Cressroads Merger Sub, LLC

merger of Merger Sub with and into the Company in accordance with the Agreement. Members of Merger Sub
$45,438,000 in order to acquire an interest in the Company. Merger
Sub ceased to exist as a result of the merger. Pursuant to the Agreement, the merger acquisition did not include
the associated PCs, which remained solely owned by one of the members of HoldCo, who is a licensed medical
doctor. This merger qualified as a business combination with respect to ASC 80S. This ransaction is fusther
discussed in Note 3. - h :

‘(“Merger Sub”), a Delaware limited liability company. The Parent, Merger Sub and the Company effectuated a

) Hon:

The finandal information for the period from December 23, 2014 through, December 31, 2014 (Successor
period) is not comparable to the financial information for the period from January 1, 2014 through December
22, 2014 (Predecessor period) because of the new basis of accounting resulting from the Agreement on
December 23, 2014. These combined financlal statements are prepared in accordance with accounting
principles generally accepted in the United States of America. Unless otherwise noted, the accounting policies
described were applied by both the Predecessor for the Predecessor period and by the Successor for the
Successor period, for all periods presented. The combined financial statements reflect all adjustments that are

necessary for presentation of the results of operations for the periods presented.

_Note2. Summary of Significant Accounting Policies and Activities.

Principles of ,g{g' sentation:

The combined financial statements include the accounts of the.Company and its wholly-owned LLCs of (i)
Crossroads of Asheville Management Co., LLC, {ii) Crossroads of Calhoun Management Co,, LLC, (fii) Crossroads
of Charleston Management Co., LLC, (iv) Crossroads . of Columbia Management Co., LLC, {v) Crossroads of

. Danville Management Co., LLC, (vi) Crossroads of Greensboro ‘Management Co., LLC, {vii) Crossroads of

Greenville Management Co., LLC, (viii) Crossroads of LaGrange Management Co., LLC, (ix) Crossroads of Myrtle
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' Crossroads Holding, LLC, Subsidiaries and Associated PCs

Notes to Combined Financial Statements
December 31, 2014

Note 2. Summary of Significant Accounting Policies and Activities, Continued

Beach Management Co.,-LLC, (i} Crossroads of Northwest Georgia Management Co., LLC, (xi) Crossroads of
Seneca Management Co., LLC, (xii) Crossroads at Sugarloaf Management Co., LLC and (xiii) Crossroads of
Weaverville Management Co., LLC and the associated PCs of (i) Crossroads Treatment Center of Asheville, P.C.,
(ii) Crossroads Treatment Center of Calhoun, P.C., (iii} Crossroads Treatment Center of Charleston, P.C., (iv)
Crossroads Treatment Center of Columbia, P.C., (v) ‘Crossroads Treatment Center of Danville, P.C,, (vi) .
Crossroads Treatment Center of Greensboro, P.C., (vil) Crossroads Treatment Center of Greenville, P.C., (viii)
Crossroads Treatment Center of LaGrange, P.C., (ix) Crossroads Treatment Center of Myrtle Beach, P.C., (x)
Crossroads Treatment Center of Northwest Georgia, P.C., (xi) Crossroads Treatment Center of Seneca, P.C., (i)
Crossroads Treatment Center at Sugarloaf, P.C. and (xlii} Crossroads Treatment Center of Weaverville, P.C. All .
significant intercompany ‘balances and transactions have been eliminated in the accompanying combined
financial statements. ' '

Use of estimates: . 2 . o

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during thé reporting period. Actual results
could differ from those estimates. - ' - 4 o ‘ »

The Company recognizes revenue on a per patient basis as daily treatments are provided. The Company charges
a fixed fee to each patient to receive their daily dosage amount for treatment. The fixed fee varies by treatment
center and is based on market conditions. Each center only accepts cash or credit card payments at the time of
service. .

Cash and cosh equivalents:

The Company. places i_ts'. cash deposits with high quality financial institutions. At fimgs; the Company’s cash

'y deposits may .be in excess of the Federal Deposit Insurance Corporation insurance limits. Cash and cash

equivalents include credit card rebeiv_ablés whiich are accounted for as deposits in transit.

_Prop_e_»r_tg and equipment:

Property and equipment are stated at cost. Expenditures for repairs and maintenance which do not improve or
extend the useful lives of assets are charged to expense. Depreciation of property and equipment is calculated
using the straight-fine method for financial reporting purposes. Leasehold improvements are amortized over the
shorter of the estimated useful lives or the period of the respective lease, including applicable lease extensions

available to the Company. . '
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Crossroads Holding, LLC, Subsidiaries and Associated PCs
Notes to Combined Financial Statements '
December 31, 2014

Note 2. $qthinary of Sig_;niﬁ_cant Accounting Policies and Activities, Continued

The estimated useful lives are as follows:

‘Computers and software | 5-7 years
Medical and other equipment 5-7 years
Lc_aasehold improvements " Lesser of useful life or term of lease

) (ipcluding availablé extensions)

fmgafrmenf of long-lived qssetsi

The Company analyzes the carrying value of long-lived assets for-impairment whenever events or changes in.
circumstances indicate that the carrying amount of an agset may not be recoverable. Recoverability of assets to
_ be held and used is measured by a comparison of the carrying amount of the assets to undiscounted future net

.cash flows expected to be generaté‘d by the asset. If such assets are coasidered to be impaired, the impairment
to be recognized is measured by the amourt by which the carrying amount of the assets exceeds the fair value

of the assets.
Goodwill;

. Goodwill arising from business combinations represents the eicess of the purchase price over the fair value of

‘the assets acquired. Beginning in 2013, accounting principles generally accepted in the United States of America
allow nonpublic entities the alternative of amortizing goodwill on a straight-fine basis for a period of up to 10
years. The Company's goodwill is now being amortized over a period of 10 years. The carrying value of goodwill
is reviewed when circumstances and events indicate that the asset (assessed at the total-entity level) might be
impaired and the undiscounted cash flows’ estimated to be generated by the Company are less than the carrying
value of these assets. If the estimated fair value is less than book value, then impairment:is deemed to have
occurred. In the opinian of management, there was no impairment for the year ended December 31, 2014.
Amortization expense was approximately $74,000 for the Successor period. Future amortization is expected to
be approximately $3,048,000 for each- of the years 2015 through 2019 and approximately $15,168,000

thereafter.

Intangibles: '

Intangible assets consist of trade names, licenses and accreditation, know-how and trade secrets and non-
compete assets and are being amortized on a straight-line basis over estimated lives of one and a half to eight
years. The Company assesses intangible assets for possible impairment whenever events or circumstances

indicate that the carrying value may not be recoverable.

Fair value of assets and liabilities:

‘Under accounting principles generally accepted in the United States of America, the carrying values of all of the -
Company's financial instruments approximate their fair values. The Company applies the provisions of guidance
related to fair value for certain non-financial assets and liabilities. The non-financial assets and liabilities include
items such as lang-lived assets and goodwill. . '
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Note 2. Summary of Significant Accounting Poi.icies and Activities, Continued

income taxes:

As a limited liability company, federal and state income taxes are levied on the individual miémbers rather than
the Company. Therefore, no.provision for income taxes is reflected in these financial statements. The Financial
Accounting Standards Board (“FASB") hgé a standard clarifying accounting for uncertainty in income taxes and
prescribed a comprehensive model for recognizing, measuring, présenting and disclosing in the financial
statements tax positions taken or expected to be taken on a tax return. The Company has adopted this standard
in its financial statements. The adoption did not have a material impact on-the Company’s financial position or.
results of its operations. The Company is subject to routine audits by taxing jurisdictions; however, there are
currently no audits for any tax periods in progress. When incurred, interest and penalties associated with
unresolved income tax positions are included in other income and expense. The closed years for the Company
include all years prior to 2011. _ s e

Capitalized foan fe es:

Debt issu;‘ncé costs are amortized ratably over the fife of the respective clle'ht using a method that approximates
the interest method. Amortization expense was approximately $2,000 for the Succéssor period. '

Asof December 31, 2014 estimated future aﬁmlzatbn .e_xpensfe qf ca-pjtali;eﬂ loan fees is as follows:

2015 - $ 95,500
2016 ) ' 95,500
2017 - ' 95,500
2018 ' 95,500
2019 ' - 93,976
Thereafter ' R » i L}
. Total ’ S 507,630
Advertising: o ; oy

Advertising costs are charged to operations when incurred. Advertising and miarketing expenses totaled
approximately $6,000 for the Successor period and approximately $166,000 for the Predecessor period.

*

Recently issued accounting pronouncements:

tn December 2013, the FASB issued Accounting Standards Update No. 2014-02, Accounting for Goodwill, which
-amends Accounting Standards Codification 350, Intangibles - Goodwill and Other. Under the amended guidance,
a nonpublic entity is able to amortize goodwill on a straight-line basis over a period of ten years or over a
shorter period if the company demonstrates that another useful life is more appropriate. The standard is
effective for annual periods beginning after December 15, 2014, and interim periods within annual periods
beginning after December 15, 2015, with early adoption permitted. The Company early adopted this standard
effective’January 1, 2014. ' : S _

10
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Note 2. Summary of Significant Accounting Policies and Act_iviti'es, Continued

Subseguent events:

The Company has evaluated subsequent events thmugh March 27, 2015, the date on which these combined
financial statements were available for issuance. ' ' '

Note 3. - Merger Acquisition

The fdlloWihg isa summary of the final allocation of the purchase price of the merger éc’q'ulsition;

Purchase price $ 45,361,054
Less acquisition costs pald £ _ 2,135,268
Less capitalized loan fees paid ' _
: ' 42,715,786
Less fair value of contingent B-2 earnout units , ©__ '3,951.000
Cash paid for net assets acquired - : - ' $ 38,764,786
Assets acquired:
Cash ' S 44,598
Prepaid rent expenses 100,201
_loventories : o - -. 27,662
* Other current assets S o - 56934
Property and equipment 857,574
. Intangible assets , @ ’ 11,412,700
Goodwill - : _ : - 30,485,275
Total assets acquired : . $ 42,984,944
: . _ _ " F
Liabilities assumed: o
Accounts payable $ 106,856
Accrued expenses and other liabilities : 162,302
Total liabilities assumed _ _ 269,158
- Note 4. Property and Equipment
Property and equipment a’-_t' December 31, 2014 consists of the following:
Computers and software ' S 74,878
Medical and other equipment . ' 62,381
Leasehold improvements ' , _ . '- 720315
- : 857,574
Less: accumutated depreciation ; : 5637
. N - - E ) g E ! lg.‘:! Z

l_)epréciatibn ekpense on property and equipment charged to operations was approximately $6,000 for the
Successor period and approximately $2}6,000 for the Predecessor period. 5

“11
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NoteS. Intangibles

Accumulated _
__ Gross _ Amopizstion ___ Net

Trade name $ 5052400 $ . 15279 $ 5037121
ticenses and accreditation . 3,690,900 59,531 3,631,369
Know-how and trade secrets 2,433,200 7358 2,425,842
Non-compete agreements ; 236,200 _ 1,143 235 057

Intangible asset amortization expense for the Successor period totaled appro:umately $83,000. Future
. amortization Is as follows:

2015 ‘ $ 4,614,309

2016 : : o ] el 982,940 .

. 2047 ' : 982.940
2018 - _ . - . 982,940
2019 - “981,797
Thereafter _ 2,784,463
$ 11,3938

Note6. Line of Credit and Senior Note Payable

" 'In ‘connection with the acquisition, the Company entered into a Loan and Security Agreement. ("Loan
Agreement”) dated December 23, 2014. The Loan Agreement includes a Line of Credit (or Revolving Loan) and
Senior Debt (or Term Loan). The Loan Agreement limits the amount that the Company may borrow with respect
to the Line of Credit based on certain EBITDA metrics multiplied by a Total Leverage Ratio, as defined. The
maximum amount that may be borrowed under the Line of Credit arrangement is $5,000,000. Interest is
,calcu[ated using a Base Rate or I.IBOR plus an Appllcable Margin, as deﬁned (all-in rate of 7.25% as of
December 31, 2014). : ,

The Loan Agreement also includes Senior Debt in the amount of $10,000,000. lnteresl is calculated uslng a Base
Rate or LIBOR plus an Applicable Margin, as defined {all-in rate of 6.00% as of December 31, 2014). As of
December 31, 2014, $10,000,000 was outstanding on the Senior Debt. Beginning on March 31, 2015 the Senior
Debt requires quarterly principal and interest payments. Future principal payments, which are payable
quarterly, as of December 31, 2014 were as follows: - .

2015 e o™ $ 250,000

2016 o 250,000
2017 : 500,000
2018 ‘ : $00,000
2019 : : 8,500,000

' $.10,000.000

12
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Crossroads Holding, LLC, Subsidiaries and Associated PCs

Notes to Combined Financial Statements

December 31, 2014

" Note 6. Line of Credit and Senior Note Payable, Continued

The Compaiy incurred interest expense of approximately $15,000 during the Successor period related to the
Line of Credit (including the unused revolver fee) and Senior Debt. The Loan Agreement includes certain
covenants for which the Company must be in compliance, as defined. Substantially all of the Company’s assets
are pledged as collateral with respect to the Loan Agreement. : :

" prior to the acquisition on December 23, 2014, the Company had a Line of Credit from a financial institution with
a borrowing capacity of $200,000 and an annual interest rate of 6.00%. The Company incurred interest expense
of approximately $8,000 during the Predecessor period. This Line of Credit was terminated as a result of the
acquisition and all-outstanding. amounts were repaid prior to the acquisition.

Note7. Subordinated Debt

In connection with the acquisition, the Company entered into a Sub_ordinated'Note Purchase Agreement (“Sub
Debt Agreement”) with a related party on December 23, 2014. The Subordinated Debt bears interest at a fixed
rate of 17.19%, of which 1.5% is treated as paid-in-kind, from December 23, 2014 through January 22, 2015.

From January 23, 2015 through the maturity date the Subordinated Debt bears interest at a fixed rate of 13.5%,
of which 1.5% is treated as paid-in-kind. The outstanding amount of the Subordinated Debt as of December 31,
2014 was $6,502,438, which includes $2,438 of paid-in-kind interest. The Subordinated Debt is due to mature on-
December 23, 2020, at which point the entire outstanding principal amount, including all accrued interest, will

become due.

The Company Incurred interest expense of approximately $28,000, of which $2,438 has been added to the
outstanding subordinated note payable principal balance and the remaining amount has been included in
“accrued expense and other current liabilities at December 31, 2014, during the Successor period related to the
Sub Debt. The Sub Debt Agreement includes certain covenants for which the Company must be in compliance,
as defined. Substantially all of the Company’s assets are pledged as collateral with respect to the Sub Debt
Agreement. In the event of a termination, liquidation or other similar event of the Company, the holders of the
Senior Debt have priority over the holders of Sub Debt, as described in the Sub Debt Agreement.

13
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Notes to Combined Financial Statements :
December 31, 2014 '

Note 8. Operating Leases

The Company leases premises under operating lease agreements. Many of the leases contain extension of
renewals options that can be exercised in accordance with each respective lease agreement. Rent expense under
operating leases is recognized on a straight-line basis over the lease term, after consideration of lease incentives
and scheduled rent escalations, which totaled approximately $773,000 during the Predecessor period. Rent -
expense during the Successor period was not significant. Differences between rental expense and actual rental
payments are recorded as a deferred rent liability, which was not material as of December 31, 2014. As of
December 31, 2014, for operating leases with an initial or remaining non-cancelable term in excess of one year, the
future minimum lease payments under such leases are as follows: -

2015 . - , $ 767,655
2016 © S— ‘ 686,271
2017 ' 657,543
2018 433114
2019 321,611
Thereafter — 356,188
Total minimum lease payments : ST 83222382

The Company leases certain office equipment under operating leases. The Company Incurred office equipment
rent expense of approximately $18,000 during the Predecessor period. Rent expense during the Successor period
was not significant. As of December 31, 2014, for operating leases with an initial or remaining non-cancelable term
in excess of one year, the future minkmum lease payments under such leases are as follows: ‘

2015 g $ 18,738

2016 ; ‘ 18,738
. 2017 . = : 18,738
2018 ) — 5986
. Total minimum lease payments ' s 62200
Note'S. Members’ Equity e : )

Member's equity consists of Class A Units, Class B-1 Units, Class B-2 Units and Class C Units as of December 31,
2014, all of which were issued in connection with the merger acquisition discussed in Note 1. The Company issued
1,455,300 Class A Units, which have a par value of $10 and earn a preferred return of 8% per annum, compounded
annually. Class A Units also have preferential treatment to all other classes of units upon liquidation of the
Company. The Company issued 1,035,700 Class B-1 Units, which have a par value of $10 and earn a preferred
return of 8% per annum, compounded annually. The Company issued 424,000 Class B-2 Units which haye a par
value of $10. The Company used a probability welghted expected value method to determine the fair value of the
contingent units which amounted to $3,951,000. The Company has included this value as a component of the
merger acquisition purchase price in Note 3. These units are contingent and can only be earned upon the Company
-achieving cumulative center-level EBITDA during the combined years of 2015 and 2016, as defined. The Class B-2
Units shall not be redeemed prior to the Company’s senior note payable and subordinated note payable being paid’
in full. The Company issued 2,491,000 Class C Units. Class C Units are subordinate in preference to the Class A

Units, Class B-1 Units and Class B-2 Units.

14
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Notes to Combined Financial Statements :
December 31, 2014

Note9: Members’ Equity; Continued
- As of December 31, 2014 the Class A, Class B-1, Class B-2 and Class C units consisted of the following:

_Class A Units — 1,455,300 units authorized, issued and outstanding
Class B-1 Units — 1,035,700 units authorized, issued and outstanding

" Class B-2 Units — 424,000 units authorized, issued and outstanding

* Class C Units — 2,491,000 units authorized, issued and outstanding

In connection with the merger acquisition discussed in Note 1, on December 23, 2014 the Company granted three
raembers both Class P-1 units and Class P-2 units that both have participation threshold of $:01 per unit. The
Company granttlzd 129,273 P-1 units that shall vest ratably over five years ona quarterly basis, with vesting to occur
on the last day of each calendar quarter. The initial vesting date shall be March 31, 2015. The P-1 units are service-
based awards and compensation expense should be recognized ratably over the vesting period based on the fair
" .valie of the awards on the grant date. The Company did not recognize any compensation expense during the
Successor period for the P-1 units as they do not begin to vest until 2015. The Company granted 198,882 P-2 units
_that shall vest only in the event of a sale of the Company and certain internal performance metrics are achieved, as
-defined in the agreement, Due to the uncertainty of these market and performance conditions, the Company will
nat recognize any compensation expense refated to these awards until such an event occurs. No P-1 units or P-2
anits were forfeited during the Successor period. The unpaid preferred return related to the Class A and Class B-1
Units was approximately $49,000. . ' ¢ B
Note 10. Employee Benefits )
Employees of the Company may. partiéipa-te in the Treatment Centers HoldCo 401(k} Plan (“the Plan") whereby
the employee may elect to make contributions pursuant to a salary agreement. An employee must be 21 years
of age and have completed at least one year of service in order to participate in the Plan. The Company may
_make a discretionary matching contribution equal to a uniform pércentage or dollar amount of the participants’
elective deferrals. The Company determines the formula for the discretionary matching contributions. Matching
contributions to the Plan were approximately $22,000 for the Predecessor period. There were no matching
" contributions made - during the Successor period. Participants vest 100% in the Company’s matching
contributions after three years of service, as defined. o ~ o

Note 11, Commiitments and Contingencies -

The Company is involved ' in various iegal actions arising in the normal course of business. n the opinion of
management, the ultimate disposition of these matters will not have a material adverse effect on the Company's

" . combined financial position or results of operations.

15
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Confidential Resume L :
This information was furnished by the candidate

and is submitted for conslderation on a cormpany
fee paid basls only. Please contact:

David Townsend, Healthcare
dtownsend@fgp.com | 864.553.7224

Paul Pyles, M.D.
741 Orleans Circle
Ridgeland, Mississippi
(601) 365-9055
paulpyles@aol.com

Professional Experience

Staff Psychiatrist, Central Mississippi Medical Center, Jackson, MS
February 2014 to Present ' .

Staff Psychiatrist, River Region Health System, Vicksburg, MS
Medical Director of Geriatric Psychiatry Unit _
Psychiatric Consultant to Marian Hill Chemical Dependency Unit
July 2012 to January 2014

Staff Psychiatrist, Peninsula Hospital (a Division of Parkwest Medical Center), Knoxville, TN
June 2010 to May 2012

Medical Director, DRD Methadone Clinic (Behavioral Health Group)_,iK_noxvillc, TN
An outpatient program providing treatment for adults with opiate dependence -
October 2011 to July 2012 : '

Staff Psychiatrist, Smoky Mountain Lodge (Pasadena Villa), Sevierville, TN |

A residential treatment facility providing treatment for adults with mental illness and addiction

December 2011 to June 2012

Medical Director, Camelot Schools, Kingston, TN
A residential treatment program fot children and adolescents
March 2010 to December 2010

Staff Psychiatrist, Wesley Medical Center, Hattiesburg, MS
January 2009 to March 2010

Staff Psychiatrist, Pensacola Naval Hospital (Gulfport, MS Clinic)

December 2007 to December 2008 '

Staff Psychiatrist, Chief of Psychiatry Service, Gulf Coast Medical Center/ Gulf Oaks Hospital Biloxi, MS
April 1999 to December 2007 (closed after Hurricane Katrina) - - v

Staff Psychiatrist, Chief of Medical Staff, South Mississippi State Hospital, Purvis, MS December 2005 to
November 2006

i 5 . vt eta 1an | Feoamdlle S 20615 | fencom | 800-638-1661 | Fax: 864.297.0114
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David Townsend, Healthcare

FGP Candidate Resume
dtownsend @fgp.com | 864.553.7224

Page 2

Staff Psychiatrist, Chief of Psychiatry Service, Biloxi VA Medical Center, Biloxi, MS
September 1995 to April 1999

Faculty Appointments

Clinical Assistant Professor of Medicine at Tulane University, 1998
Clinical Assistant Professor of Medicine at tlie University of South Alabama, 1997

- Military Experience

1990-1995  Served on Active Duty in the Medical Corps of the United States Air Force
1994-1995  Psychiatric Consultant to Joint Task Force Command during Operation Safe Haven in The
Republic of Panama, a Humanitarian Mission
1993-1995  Chief of Mental Health Services at the 5™ Medical Group Regional Hospital at
: Minot AFB, North Dakota = =~ =~ L :
1992-1993  Chief of Mental Health Services at the 45™ Medical Group Hospital at

Patrick AFB, Florida .
Awarded the Defense Meritorious Service Medal and the Air Force Achievement Medal

Education

Psychiatry Residency, Harding-OSU Hospital, Columbus, OH
July 1989 to June 1992 :

Internal Medicine Internship, Riverside Methodist Hospital, Columbus, OH
July 1988 to June 1989

The Ohio State University College of Medicine, Columbus, OH
September 1984 to June 1988, MD Degree _ . ' -
Recipient of the Department of Family Medicine Award for Honors in Family Medicine

Xavier University, Cincinnati, OH
September 1981 to June 1988, Bachelor’s Degree

Certification/Licensure

Board Certified in Adult Psychiatry by the American Board of Psychiatry & Neurology
January 1994 : .

Board Certified in Addiction Medicine by the American Board of Addiction Medicine
December 2012

Active Licensure in Ohio, Mississippi, Tennessee & Georgia
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Notice Letters to Government Officials
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1 5 6 Waller Lansden Dortch & Davis, LLP 615.244 6380 main
Wa e r 511 Union Street, Suite 2700 615.244 6804 fax
P.O. Box 198966 wallerlaw.com
Nashville, TN 37219-8966

Kim Harvey Looney
615.850.8722 direct
kim.looney@wallerlaw.com

November 6, 2015

VIA CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Johnson City Mayor’s Office
Attn: Mayor Clayton Stout
1301 Iris Avenue

Johnson City, TN 37601

Re: Crossroads Treatment Centers CN1504-015
_Certiﬁcate of Need

Dear Mayor Stout:

This letter will serve as notice (pursuant to Tennessee Code Annotated 68-11- 1607(c)(3))
that our client, Crossroads Treatment Centers filed a Certificate of Need with the Tennessee
Health Services and Development Agency (“HSDA”) on November 6, 2015 for the
establishment of a non-residential substitution based treatment center for opiate addiction to be
located on Princeton Road, where a street address has not yet been assigned, between Susannah
Street and Wesley Street, on land that is currently vacant next to the Princeton Medical Center
building, Johnson City (Washington County), Tennessee 37604. Attached is a copy of the Letter
of Intent as filed with the HSDA.

If you have any questions, please contact me at 615-850-8722 or by email at

kim.looney@wallerlaw.com.
@7‘ . &LL d< W

Kim Harvey Looney

KHL:1g
Enclosure

4844-8357-8922.3
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Waller Lansden Dortch & Davis, LLP 615.244.6380 main
511 Union Street, Suite 2700 615.244.6804 fax
P.O. Box 198966 wallerlaw.com
Nashville, TN 37219-8966

Kim Harvey Looney

615.850.8722 direct
kim looney@wallerlaw.com

November 6, 2015

VIA CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Dan Eldridge

Mayor Washington County
100 East Main Street
Jonesborough, TN 37659

- Re: Crossroads Treatment Centers CN1504-015
Certificate of Need

Dear Mayor Eldridge:

This letter will serve as notice (pursuant to Tennessee Code Annotated 68-11-1607(c)(3))
that our client, Crossroads Treatment Centers filed a Certificate of Need with the Tennessee
Health Services and Development Agency (“HSDA”) on November 6, 2015 for the establishment
of a non-residential substitution based treatment center for opiate addiction to be located on
Princeton Road, where a street address has not yet been assigned, between Susannah Street and
Wesley Street, on land that is currently vacant next to the Princeton Medical Center building,
Johnson City (Washington County), Tennessee 37604. Attached is a copy of the Letter of Intent
as filed with the HSDA. D L .

. If you have any questions, pleas'é contact me at 615-850-8722 or by email at
kim.looney@wallerlaw.com. - _ . ‘

Sincerely, mﬁﬁg
. Kim Harvey Looney :
KHL:lg
Enclosure

4817-8262-7107.3
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1 YR ; Waller Lansden Dortch & Davis, LLP ~ 615.244.6380 main
W 4 - 511 Union Street, Suite 2700 T 615.244.6804 fax
P.O. Box 198966 wallertaw.com
Nashville, TN 37219-8966

Kim Harvey Looney
615.850.8722 direct
kim.looney@wallerlaw.com

November 6, 2015

VIA CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Representative James “Micha” Van Huss
Tennessee General Assembly
District 6
301 6% Avenue North
Suite 23 Legislative Plaza
Nashville, TN 37243

" Re: Crossroads Treatment Centers CN1504-015
Certificate of Need '

Dear Representative Van Huss:

' This letter will serve as notice (pursuant to Tennessee Code Annotated 68-11-1607(c)(3))
that our client, Crosstoads Treatment Centers filed a Certificate of Need with the Tennessee
Health Services and Development Agency (“HSDA”) on November 6, 2015 for the
establishment of a non-residential substitution based treatment center for opiate addiction to be
located on Princeton Road, where a street address has not yet been assigned, between Susannah
Street and Wesley Street, on land that is currently vacant next to the Princeton Medical Center
building, Johnson City (Washington County), Tennessee 37604. Attached is a copy of the Letter
of Intent as filed with the HSDA.

If you have any questions, please contact me at 615-850-8722 or by email at
kim.looney@wallerlaw.com. :

Sincerely, ) ‘ :

Kim Harvey Looney

KHL:Ig
Enclosure



159
. Waller Lansden Dortch & Davis, LLP 615.244.6380 main
511 Union Street, Suite 2700 615.244.6804 fax
P.O. Box 198966 wallerlaw.com
Nashville, TN 37219-8966

Kim Harvey Looney
615.850.8722 direct
kim.looney@wallerlaw.com

November 6, 2015

VIA CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Senator Rusty Crowe
Tennessee General Assembly
District 3 '
301 6t Avenue North

Suite 8 Legislative Plaza
Nashville, TN 37243

808 East 8t Avenue
Johnson City, TN 37601

Re: Crossroads Treatment Centers CN1504-015
Certificate of Need '

Dear Senator Crowe:

This letter will serve as notice (pursuant to Tennessee Code Annotated 68-11-1607(c)(3))
that -our client, Crossroads Treatment Centers filed a Certificate of Need with the Tennessee
Health Services and Development Agency (“HSDA”) on November 6, 2015 for the
establishment of a non-residential substitution based treatment center for opiate addiction to be
located on Princeton Road, where a street address has not yet been assigned, between Susannah
Street and Wesley Street, on land that is currently vacant next to the Princeton Medical Center
building, Johnson City (Washington County), Tennessee 37604. Attached is a copy of the Letter .

of Intent as filed with the HSDA.

If you have any ' questions, please contact me at 615-850-8722 or by email at
kim.looney@wallerlaw.com. ' "

Sincerely, .

D Sroeg”

Kim Harvey Looney

KHL:1g
Enclosure
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Waller Lansden Dortch & Davis, LLP 615.244;6380 main
511 Union Street, Suite 2700 615.244.6804 fax
P.O. Box 198966 wallerlaw.com
Nashville, TN 37219-8966

Kim Harvey Looney

615.850.8722 direct

kim.looney@wallerlaw.com

November 6, 2015

VIA CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Congressman Phil Roe
U.S. Representative
Tennessee District 1
Higher Education Building
205 Revere Street
Kingsport, TN 37660

1609 Walters State CC Drive
Suite 4 ‘ =
Morristown, TN 37813

Re: Crossroads Treatment Centers CN1564-015
Certificate of Need

Dear Congressman Phil Roe:

This letter will serve as notice (pursuant to Tennessee Code Annotated 68-11-1607(c)(3))
that our client, Crossroads Treatment Centers filed a Certificate of Need with the Tennessee
Health Services and Development Agency (“HSDA”) on November 6, 2015 for the
establishment of a non-residential substitution based treatment center for opiate addiction to be
located on Princeton Road, where a street address has not yet been assigned, between Susannah
Street and Wesley Street, on land that is currently vacant next to the Princeton Medical Center
building, Johnson City (Washington County), Tennessee 37604. Attached is a copy of the Letter
of Intent as filed with the HSDA.

If you have any questions, please contact me at 615-850-8722 or by email at
kim.looney@wallerlaw.com.

Sincerely,

P Th g

Kim Harvey Looney

KHL:1g
Enclosure
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STATE OF TENNESSEE

COUNTY OF DAVIDSON

Kim H. Looney, being first duly sworn, says that he/she is the Applicant named in this application
or his/herfits lawful agent, that this project will be completed in accordance with the application,
that the applicant has read the directions to this appllcatlon, the Rules of the Health _Servlces and
Develo"pmérit Agency, and T.C.A. § 68-11-1601, et seq., and that the responses fo this

application or any other questions deemed apprcpriate by the Health Services and Development

AU fa

SIGNATURE/TITLE £y -

Agency are true and complete.

Sworn to and subscribed before me this 6™ day of November, 2015 a Notary

Public in and for the County/State of Tennessee.

P

Y NPTA_RY PUBLIC

r ““\ml Illllm,, i,

My commission expires, January 8, 2019. :’@}g _____ .G 9‘%&

4’/

I”f;,

iy,
*
g
2
2
i

MY COMMISSION EXPIRES:
JANUARY 8, 2010
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Kim Harvey Looney.
615:850.8722 direct . -
kim.looney@wallerlaw.com

November 20, 2015

VIA HAND DELIVERY

Phillip M. Earhart

Health Services Development Examiner
Health Services and Development Agency
Andrew Jackson Building

502 Deaderick Street

9" Floor

Nashville, TN 37243

Re: Crossroads Treatment Centers CN1511-048
Supplemental Responses

Dear Phillip:

This letter is submitted as the supplemental response to your letter dated November 16, 2015,

wherein additional information or clarification was requested regarding the above-referenced CON
application. '

1.

4843-4184-607

Section A, Applicant Profile, Item 1

The applicant’s address with a Zip code of 37604 is noted. However, it appears the correct Zip
code is 37601. Please clarify, revise, and resubmit replacement pages. : _

Response: An address was. not available at the time of filing; the zip code was provided by the
seller of the property. When the Applicant applied for a zoning permit, the Johnson City
Planning Division provided an address. The correct address is 413 Princeton Road, Johnson City,
TN 37601. Please see replacement page 1 included as Attachment A-Applicant Profile, Item 1,

which also corrects the zip code.

Section A, Applicant Profile, Item 3 -l

It is noted Crossroads Treatment Centers of Tri-Cities, PC’s address is an unaddressed location
on Princeton Road, Johnson City, TN. However, the Tennessce Secretary of State lists the -
principal office and mailing address of Crossroads Treatment Center of Tri-Cities, PC as 105 N.

" Spring Street, STE 109, Greeneville, SC 20601-2859. In addition, the management agreement

also lists the above Greeneville address. Please clarify.
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Response: The correct address is the Greenville, SC address. This information has also been
corrected on page one of the application, included in Attachment A, Applicant Profile, Item 1,
referenced above.

The Owner of the applicant is noted as Crossroads Treatment Centers (plural) of Tri-Cities, PC.
However, the entity is registered with the Tennessee Secretary of State as Crossroads Treatment
Center (singular) of Tri-Cities, PC. Please clarify.

Response: The correct name is Crossroads Treatment Center of Tri- Cities, PC, as stated in the
Secretary of State filing.

"3, Section A, Applicﬁﬁfproﬁlé: Itemid

; members who own Crossroads Holdmgs LLC

Response: The members of Crossroads Holdmgs LLC who own more than 5% are included in
Attachment A, Applicant Profile, Item 4.

4. Section A, Applicant Profile, Item 5

Please identify the members of the management entity and each member’s ownership percentage
for those members with 5% or more ownership interest.

Response The management entity is 100% owned by Treatment Centers HoldCo, LLC, which
in turn is 100% owned by Crossroads Holding, LLC.

The mana"gement agreement’s effective date is January 13, 2011 is this correct? Please clarify.

Response: See corrected DRAFT Management Agreement in mcluded in Attachment A-
Applicant Profile, Item 5. This agreement cannot be finalized until the project nears its
completion date. A draft of the agreement is provided to show projected content, scope,
structure, and other terms associated with the management of the facility. '

It appears the manageient agreement in the application has the incorrect proposed location and
the incorrect parties listed on the signature page.  Please provide the correct management
agreement to match the current application submitted and also provide the referenced exhibits A-

" D. The draft management agreement should at least contain the anticipated scope of management
services to be provided, the anticipated term of the agreement, and the anticipated management
fee payment methodology and schedule:

Response: See corrected DRAFT Management Agreement as Attachment A-Applicant Profile,
Item 5. This agreement cannot be finalized until the project nears its completion date. A draft of

4843-4184-6059.13
Waller Lansden Dortch & Davis, LLP
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the agreement is provided to show projected content, scope, structure, and other terms associated
with the management of the facility. ' )

In the management agreement Crossroads Treatment Center of Tri-Cities, P.C. is listed with a
principal business address of 2412 Susannah Street, Units 3, 4 and 5 Johnson City, TN. Please
clarify if this is correct.

Response: See corrected DRAFT Management Agreement included as Attachment A-Applicant
Profile, Item 5. ’

5. Section A, Applicant Profile, Item 6

The Commercial Purchase and Sale Agreement with Calhoun Real Estate, LLC listed as the
buyer and Mountain States Health Alliance listed as the seller are noted. However, please
provide documentation that Crossroads Treatment Centers of Tri-Cities, PC has legal interest in

the property.

Response: Calhoun Real Estate is acting as the purchaser for the Applicant. Please see an
Assignment and Assumption Agreement included in Attachment A, Applicant Profile, Item 6.

Please revise the Commercial Purchase and Sale Agreement to reflect the correct Zip Code of the
property and submit a clearér copy of page 2 of the “Addendum to the Commercial Purchase and
Sale Agreement”.

Response: The Applicant’s agent has requested that the seller initial the change for the correct
zip code, but may not receive the correction. The seller and the purchaser are clear on what
property is being purchased, and the document is legally binding, regardless of the incorrect zip
_code. A corrected copy of the Commercial Purchase and Sale Agreement with a more legible

copy of the Addendum is included as Attachment A, Applicant Profile, Item 6.

6. Section B, Project Descripltion; Item 1

The executive sﬁmmary is noted. However, please list each of the following topics and provide a
brief description underneath each: ' '

~ Brief description of proposed services and equipment
Ownership structure ..
Service area
Need
Existing Resources
Project Cost
Funding Financial Feasibility, and

4843-4184-6059.13
Waller Lansden Dortch & Davis, LLP
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e Staffing

Response:  Please see attached copy of the Executive Summary included as Attachment B
Project Description, Item 1.

It appears the applicant will only provide methadone treatment services. If approved, please
clarify if the applicant will limit services to methadone treatment only.

Response: While the Applicant intends to provide methadone treatment only, it is not requesting
a limitation. Only methadone treatment centers are subject to CON approval.

The applicant has quoted several statistics from the Tennessee Department of Mental Health and
Substance Abuse Services publication titled Prescription for Success: Statewide Strategies to
Prevent and Treat the Prescription Drug Abuse Epidemic in Tennessee”. However, please
~=———————identify the role-identified in the publication of non-residential opioid—treatment-programs-in-
combatting prescription drug abuse.

Response: On page 38 of the report, the followmg statement is provided by the Department on
the treatment of opioid substance abuse:

"The Department of Mental Health and Substance Abuse Services uses the American Society of
Addiction Medicine (ASAM) Patient Placement Criteria, an evidence-based assessment tool, to
determine exactly which level of services an individual requires, at the beginning of their services
and periodically throughout so that they will be given the most appropriate levels of care."

ASAM is very clear on the use and effectiveness of Methadone Maintenance Treatment (MMT, the
Applicant’s proposed treatment - service). In one of the most comprehensive surveys of the
effectiveness of MMT', ASAM's research conclusmns include; .

\ 1. "Because of MMT's relative efficacy, efforts should be made to increase access to MMT for all
individuals who struggle with opioid use disorders. Directors of state mental health and substance
abuse agericies and community health organizations should look -for methods to increase access to
MMT, and purchasers of health care services should cover appropriately monitored MMT."

2. "Detoxification followed by abstinerice has shown little success in reEiucing illicit opioid use."

3, "Evidence (of MMT treatment) suggests positive impacts on drug-related HIV risk behaviors,
mortality, and criminality."

1 Medication-Assisted Treatment With Methadone: Assessing the Evidence, Catherine Anne Fullerton,
M.D., M.PH., Meelee Kim, M.A., Cindy Parks Thomas, Ph.D., D. Russell Lyman, Ph.D., Leslie B.
Montejano, M.A., C.C.R.P., Richard H. Dougherty, Ph.D., Allen S. Daniels, Ed.D., Sushmita Shoma
Ghose, Ph.D., Miriam E. Delphin-Rittmon, Ph.D.

4843-4184-6059.13
Waller Lansden Dortch & Davis, LLP
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4. "MMT in pregnancy was associated with improved maternal and fetal outcomes. The Department
uses the ASAM Patient Placement Criteria for opioid dependence and ASAM advocates for increased
access for all individuals to improve health, mortality and criminality.

Please discuss treatment options already available in the community for opioid addiction.

Response: The treatment MMT, which is what is proposed by the Applicant is not available,
although other treatment options are available in the service area. The CDC deems MMT the
most effective’ treatment for opioid dependency. There are over 100 physicians who prescribe
buprenorphine in private practices in the proposed service area. Along with the dispensing of
methadone, the services and scope provided by the Applicant also include licensed counseling,
care plans, regular testing for drugs and disease, laboratory work, independent certification
(CARF) and frequent outside inspections, none of which are required and are often not performed
in a private physician’s office.

Detoxiﬁcationj and abstinence programs are also available, but are shown to have significantly
higher relapse rates.” ‘ ' '

In a comprehensive review of therapies for the management of opioid dependence, the World
Health Organization first conclusion is stated as follows:

“Opioid dependence is a complex condition that often requires long-term treatment and care. No
single treatment modality is effective for all people with opioid dependence. Adequate access to a
wide range of treatment options should be offered to respond to the varying needs of people with
opioid dependence. " - ' ‘ ’

The Applicant reviewed that report and would like to provide the following information and
clarification. On page 6 of that report, under the headline “SUMMARY OF CURRENT
EFFORTS TO COMBAT THE PRESCRIPTION DRUG EPIDEMIC IN TENNESSEE”, the

report calls for:

1) A full continuum of treatment services, and
2) Medication Assisted Therapies. (MMT is included in Medication Assisted Therapies)

Further, the publication highlights the benefits of the State’s Opioid Treatment Programs (MMT)
on page 39 AND warns of the lack of oversight and regulations governing buprenorphine
treatment.

2 www.,CDC.gov/IDU, “METHADONE MAINTENANCE TREATMENT”, February 2002

3 “Methadone Maintenance vs 180-Day Psychosocially Enriched Detoxification for Treatment of Opioid
Dependence”, JAMA, March 8, 2000. - .
4 WHO/UNODC/UNAIDS position paper Substitution maintenance therapy in the management of opioid
dependence and HIV/AIDS prevention, 2004

4843-4184-6059.13
Waller Lansden Dortch & Davis, LLP
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What type of actlvmes/meetmgs has your organization conducted to prepare and educate the
public in the service area regarding this proposed application?

Response: The Applicant has contacted the national or local chapters of several advocacy groups
to educate them on our efforts to bring this treatment to the proposed service area, including the
American Society of Addiction Medicine (ASAM} the American Foundat;on for Suicide
Prevention, and the National Crime Prevention Councll

While these organizations generally -do not ‘endorse a particular provider, their position of
availability of MMT (FDA-approved medication for opioid dependence) is often clear, as
evidenced by ASAM’s pointing us to its position paper dated April, 2013; which is summarized
by ASAM’s President as follows:

“State governments and insurers should not be involved in setting limits on types or duration of
treatment for addiction,” said Stuart Gitlow, MD, ASAM President. “Governments and insurers
would never interfere with physicians prescribing FDA-approved medications for any other
chronic disease, such as diabetes or hypertension. Interfering with the' treatment of addiction
threatens the llfe and health of patlent_s and disrupts fam111es workplaces and communities.”

In addition, the Applicant has been contacted by patients from the’ proposed service area who are
currently traveling great distances to programs in neighboring states (Virginia, North Carolina),
and who are interested in a closer treatment option. The Applicant has informed these mterested
people of its plans and provided them with information about the project.

In addition the Applicant has contacted officials from Johnson City to apply for the necessary
zoning for the location of its program.

It is noted the applicant references the Tennessee Department of Mental Health and Substances
Reports, “Prescription Drug Abuse in Tennessee” by the Safety Subcabinet Working, Group.
Please clarify -if this report mentions non-residential substitution based treatment center, and
methadene, specifically, as a treatment option for opiate addiction.

Response: On page 19 of the original report, the headline reads “People abusing prescription
drugs need treatment”, and then mentions opioid treatment programs, specifically including
méthadone. No other treatment option is discussed. On page 22, the publication lists
recommendations and under treatment, the recommendation is to increase options, which the
Applicant’s proposal does. MMT is currently not a treatment option in the proposed service area.

In the updated report (July 2014), included as Attachment B, Project Description, Itcm 1, the
report does an excellent job showing the rise, extent and costs of prescription drug abuse in pages
5-33, and espectally opioids (page 3). It is interesting to note that on page 6, which lists
“Weekend Reading”, four- of the five articles specifically mention concerns regarding the
problems in the proposed service area.

4843-4184-6059.13
 Waller Lansden Dortch & Davis, LLP
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The updated publication calls for increasing access to treatment (page 67), although no specific
treatments are mentioned. Since methadone treatment is not presently provided in the proposed
service area, the ability to provide this treatment certainly provides increased access to treatment

options.

Please identify the typical patient length of stay in a methadone treatment program. What type of
follow-up does the applicant conduct in tracking patients who leave the program before achieving
an opiate-free life?

Response: Patient lengths of stay vary depending on the particular patient and their response to
treatment. As stated on page 22 of the application, a recent review of collective patient data
demonstrated an average treatment duration of 14 months for Crossroads facilities. The National
Institutes of Health states "12 months of treatment is the minimum and some opioid dependent
individuals will continue to benefit from methadone maintenance treatment over a period of

years."

The procedures the Applicant uses to follow-up with its patients are listed on page 19 of the
application. :

Of the estimated opiate addicted individuals in the service area in the application, how many need
methadone instead of buprenorphine, and why?

Response: Both medications are FDA approved for the’ treatment of opioid dependence. This
medical treatment decision is made by the treating physician on an individualized patient basis
based on many factors. No pubic data is available as to specific numbers as to what treatment
choices are made; therefore the Applicant is unable to report the requested data.

The Applicant firmly believes, based on medical information, that the most effective type of
treatment for the most number of people is methadone and it seeks to provide access to this
treatment, which is not currently available in the service area. It was said very well by retired
U.S. Army General and former Director of the Office of National Drug Control Policy, Barry
McCaffrey, in his recent letter to Congress in support of the Comprehensive Addiction and
Recovery Act, "By expanding access to addiction treatment, especially the use of MMT,
policymakers can make a difference in the lives and well-being of all Americans. That is
something we can all agree on."® :

Please explain the possibility of diversion and abuse of buprenorphine vs. methadone.

Response: It is important to recognize that most medications can be diverted and many can be
abused. Safe-guardings against diversion and abuse of buprenorphine vs. methadone is a very

5 http://www.cdc.gov/idu/facts/MethadoneFin.pdf
6 hitp://thehill.com/blogs/congressblog/healthcare/234504billwouldfunddrugaddictionfight

4843-4184-6059.13
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helpful topic to discuss as it highlights one of the many virtues of licensed medication-assisted
treatment programs. When methadone or buprenorphine is utilized in the context of a2 medication-
assisted program, safe guards against diversion and abuse are put in place. Other treatment
environments do not have the same stringent controls that are present in MMT programs. These
numerous safe guards are not only followed by licensed MMT programs but are mandated by and
the MMT programs are inspected by, federal and state agencies including but not limited to the
Substance Abuse and Mental Health Administration (“SAMHSA”), DEA, State Board of
Pharmacies, State Licensing Agencies, Credentialing Agencies, and others, in order to ensure
compliance.

This issue is discussed in detail on page 20 of the application, with additional information
———included in-Attachment C-Need-1(a) to that application. - --

7. Section B. Project Description Item IL: C

The applicant references a CMS news release dated November 3, 2015 which released an
interactive online mapping tool of Medicare Part D opioid prescription claims. The application

provides a 2015 CMS Opioid Medicare part D chart by county. However, it appears the average

OplOld Claims for Washington, Unicoi, Carter, Greene, Hancock, and Washington Counties are

incorrect. Please verify and resubmit as needed. .

Response: The Applicant was using zip code data to determine the county data; the zip codes do
not match exactly the county borders.

What percentage of the applicant’s projected patients to be served in Year One are 65 and over?

Response: Currently, approximately 1% of the patients who travel to the Asheville and
Weaverville Crossroads facilities from the proposed service area are 65 years old and older.
Given the distance and the resulting difficulty of this drive, the Applicant believes the hardship of
the drive contributés to this age population not seeking care at the Crossroads facilities in Noith
Carolina. Closer treatment would reduce the burden for this vulnerable patient population, so the
percentage seeking treatment is expected to more closely match or exceed the 65 and older
population at other Crossroads facilities, which is closer to 2%. The information has been
included to illustrate that the issue of opioid addiction is not limited to partlcular age groups but
spans all ages, even the Medicare population.

4843-4184-6059.13
Waller Lansden Dortch & Davis, LLP
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Please label the chart on page 10 to reflect Medicare Part D claims only and resubmit.

Response: See chart below revised to include Medicare Part D Claims.

2015 CMS MEDICARE PART D
OPIOID CLAIMS DATA
County Av%li)iﬁ:o id
Carter 7.52%
Greene 5.51%
Hancock 10.24%
Hawkins 6.57%
Johnson, 7.21%
Sullivan 7.08%
Unicoi 7.26%
Washington 7:19%

What is the population:included in the part D Prescriber Public Use File (PUF)? Refer to
https://questions.cms.gov/faq.php?id=5005&faqld=12210

Response: The Part D Prescriber PUF includes data for providers that had a valid NPI and were
identified on Medicare Part D prescription drug events submitted by plans for the benefit year.
The data reflect prescribing to beneficiaries enrolled in Medicare Part D, who comprise
approximately 68% of the total Medicare population.

Are methadone claims included in the Part D Opioid Drug data? Refer to
https://questions.cms.gov/faq.php?id=5005&faqld=13269 -

Response: The data for this tool was derived from the now public 2013 Part D Prescriber public
use file. The analysis is based on the products included in the Overutilization Monitoring

System, and it does include methadone.

What do the Part D Op_ioid Drug data say about opioid prescribing pattern? Refer to
https://questions.cms.gov/faq.php?id=5005&faqld=13273 ‘

Response: The percent of claims for opioids was 5.3% nationally in 2013 and it ranged from
2.6% in NY to 7.4% in AL and NV. As seen from the chart above, all counties in the Applicant’s
service area had higher rates of opioid use than the national rate. Specialists associated with pain
management had high rates of opioid prescribing (>50% of claims) compared to general
practitioners such as internal medicine (4%) and. family practice (5%). Some individual
prescribers were found to have over 80% of their claims for opioids.

4843-4184-6059.13
Waller Lansden Dortch & Davis, LLP
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Please discuss what Crossroads will do to identify patients who may be candidates for eventually
being opiate free. In addition, what steps will Crossroads take with those patients to assist them
in becoming opiate free?

Response: Decisions concerning a patient’s length of time in treatment are made jointly by
program physicians, treatment team staff and patients. SAMHSA counsels that “maintaining
abstinence from illicit opioids and other substances of abuse, even if that requires ongoing
medication-assisted treatment, should be the primary objective.” '

As recommended by leading addiction professionals and researchers, and as recommended by
SAMHSA, the Applicant offers a phased approach to treatment, beginning with “induction and
stabilization (withdrawal management, assessment, medication induction, and psychosocial
counseling), and moving to a middle phase that emphasizes medication maintenance and deeper
work in counseling. The third phase is ongoing rehabilitation, when the patient and provider can
-choose-to-taper-off nmedication-or_pursue longer term_maintenance; depending on the patient’s
xjeeds.” For some patients, medication-assisted treatment should and will be indefinite. The
National Institute on Drug Abuse (“NIDA”) describes addiction medications as an “essential
component of an ongoing treatment plan” to enable individuals to “take control of their health
and their lives.” For methadone maintenance, NIDA states that, “12.months of treatment is the
‘minimum.” 5 g

Patients are never pressured to taper from treatment medieation. Again, the addiction treatment
organizations and professionals listed above agree that patients stabilized in MAT are
experiencing “true recovery.” These patients “do not use illicit drugs; do not experience euphoria,
sedation, or other functional impairments; and no longer meet the diagnostic criteria for
addiction, such as loss of volitional control over drug use.”

However, every patient receives regular Treatment Plan reviews including options to taper off
treatment medication, based on their individual needs, in consultation with their physician, and
with the guidance of a specific Transition Plan.

What is the applicant’s history in existing programs of % of patients who become opiate and
methadone free? -

Response: The Centers for Disease Control recognizes MAT utilizing methadone as “the most
effective means of treating opioid dependence.” The primary objective of MAT is to maintain
abstinence from illicit opioids and other substances of abuse as  well as restoring . family
relationships, employment, education and good health. Patients stabilized in MAT experience this
recovery and truly get their lives back. Patients pressured by family, friends, employers or civil

" authorities to taper off their treatment medication face relapse rates of up to 80%. Based on the
consistent counsel of organizations like SAMSHA, NIDA and the CDC, the Applicant plans to

" encourage patients to make the decision to taper off their treatment medication in consultation
with their counselor, physician and significant others. Approximately 20% of Crossroads patients
make the decision to conclude their treatment by tapering off their medication.

4843-4184-6059.13
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Section B, Project Description Item III.A.(Plot Plan)

What is the size and capacity of the parking lot?

Response: The paved area is 39,661 square feet, with 85 parking spaces.

What is the structure that borders the rear of the plot?

Response: The structure to the rear of the site is Quillen Rehabilitation Hospital.

The. applicant references the map in Attachment B, Project Description, IIL (B) 1. However the
attachment could not be located in the application. Please clarify.

Response: The reference to a map should have been deleted.

Section B, Project Description Item IV. (Floor Plan)
What is the seating capacity of the waiting room?

Response: The waiting room will seat approximately 55 people.

Section C, Need, Item 1. (NRMTF, Need, #1)-and Need item 5

‘Have you contacted the Tennessee Department of Mental Health and Substance Abuse Services

and officially requested the aggregate number by county of persons addicted to heroin or other
opioid drugs presently under treatment in methadone and other substitution-based treatment

programs?

Response: The applicant has contacted the TDMHSAS and has not been able to obtain the
information requested above. Please see table below for information that may be helpful.

TDMHSAS -

4843-4184-6059.13

FUNDED ADMISSIONS FOR OPIOID ABUSE BY COUNTY IN 2014

County Percentage of Number of

_ Admissions Admissions
Carter 41.7% 55
Greene 58.6% 150
Hancock ¥ 17
Hawkins 73.9% 116
Johnson * 19
Sullivan 45.7% 328
Unicoi * 18
‘Washington 44.9% 289

Waller Lansden Dortch & Davis, LLP
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*Rates not reported for events <20.
Source: Tennessee Department of Mental Health and Substance Abuse Services, November 2014 Tennessee Behavioral

Health County Data Book
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Please provide a chart of the driving distances from the counties listed as the counties in the
applicant’s proposed service area to the nearest existing methadone treatment facilities.

Response: Please see the driving distances chart below.

Driving Distances from Service Area Counties

to Proposed Clinic Location vs. Existing Clinics
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Carter 46.2mi | 47.3 722 66.0 73.5 67.6 523 115.2 1150 76.0 1314 11.2
/1h mi/ b | mi/ 1h | mi/th | mi/lh | mi/th | mi/56 | mi/th | mi/lh | milh | mi22h | mi22
6min 11min 19min 12min | 20min 15Smin | min - S5lmin | 53min | 36min 12min | min
Greene 872 88.5 60.9° 54,7 62.2 . 56.3 47.5 70.7 70.5 109.3 158.4 314
mi2h | mi/ 2h | mi/th | mi/lh | mi/th | mi/lh | mi/lh | milh | mi/lh | mi/lh | mi2h .| mi/51
2min 1lmin | 2lmin | 15min | 22min | 18min | 10min | 8min | 10 min | 55min | 33min | min
Hancock 128.7 129.9 123.6 127.8 127.5 127.9 118.1 69.8 69.6 101.8 171.0 71.6
mi/ 2h | mi/ 2h | mi2h | mi2h | mi2h | mi2h | mi2h | mi/lh | mi/lh | mi2h | mi3h | mi/lh
55min | $9min | ISmin | 22min | I7min | 20min | 15Smin | 27min | 29min ‘| 13min | I0min | 34min
Hawkins 105.0 107.0 894 832 90.7° 84.8 95.2 65.8 65.6 92.5 160.6 48.7
) mi/ 2h | mi22h mi/lh | mi/ lh | mi/lh | mi/lh | mi/lh | mi/lh | mi/lh | mifylh | mi2h | mi/56
17min | 23min | 58min | Slmin | 58min | 54min | 37min. | 18min | 20min | 55min | 39min | min
Johnson 256 26.8 98.8 926 100.1 942 . 78.9 154.8 1547 | 69.2 73.6 446
mi/36 | mi/ mi/lh | mi/th | mi/lh | mi/lh | mi/lh | mi/ 2h | mi2k | mi/lh | mi/lh | mi/lh
. min 40min | 55min | 48min | 55min | Slmin | 33min | 30min | 32min | 32min | 44min | 6 min
Sullivan 79.2 81.2 89.2 83.1 90.6 84.7 69.4 101.6 ° | 101.5 | 66.2 126.0 229
mi/th | mi/ 1h | mi/Ih | mi/tlh | mi/lh | mi/lh | mi/lh | mi/lh | mi/lth | mi /lh | mi2h | mi226
46min | Slmin | 3Imin | 24min: | 3lmin | 27min | 7min 32min | 34min | 26min | 8min- min.
Unicoi 56.1 - | 59.0 51.1 45.0 52.5. 46.6 313mi | 100.8 100.7 105.5 154.6 18.5
mi/lh mi/lh mi/54 mi/47 mi/54 mi/54 /32min | mi/lh mi/th | mi/lh mi/2h mif21
25min | 30min | min min min min 49min | Simin | 499min | 27min | min
Washington 55.2 57.3 65.5 59.3 66.9 61.0 51.8 106.2 106.1 912 140.3 4.1
mi/th | mi/ lh | mi/lh | mi/lh | mi/lh | mi/lh | mi/53 mi/th | mi/lh | mi/lh | mi2h | mi/Tm
23min | 28min | 8min lmin $min 4min min 36min | 38min | 35min | 13min | in

Note: County point from which the distance/time was measured is as follows: Carter—Elizabethton, Greene—Greeneville, Hancock—
Sneedville, Hawkins-Rogersville, Johnson—Mountain City, Sullivan—Kingsport, Unicoi-Erwin, and Washington--Johnson City

4843-4184-6059.13
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10.

Section C, Need, Item 1. (NRMTF, Need, #5)

The applicant projects the rate of intake will be 50- patients per month. Please clarify the
timeframe of this intake rate of 50 patients per month.

Response: . The Apphcant anticipates that it will take approximately two months for the first 200
Tennessee patients who are currently utilizing the Crossroads treatment centers in North Carolina
to be fully transferred to the Crossroads facility in Johnson City, then the remaining 100 in the
next two months. The Applicant then projects that the number of new patients would grow 50 a
month (plus or minus transitioning patients) for the remaining 10 months of the first year and
approximately 40 patients a month (plus or minus lrans1t|0nmg patients) for the second year, so
that the number of patients at the end of the first year is 697 and 1,108 at the end of the second

year.

Year 1 Month | Month | Month | Month | Month | Month | Month | Month | Month | Month | Month | Month

1 2 3 4 5 6 7 8 9 10 11 12

New Patiénts 100 100 50 50 50 50 55 50 50 50 50 50

Served Each -

Month °

Less 0 0 0 0 0 5 3 0 0 0 0 0

Transitioning

Patients : ; 228

Gross Census 100 200 250 300 350 395 447 497 547 597 647 697

Year 2 Month | Month | Month | Month | Month | Month | Month | Month | Month | Month | Month | Month
13 14 15 16 17 18 19 20 21 22 23 24

New Patients 40 40 40 40 40 40 40 40 40 40 40 40

Served Each

Month

Less 3 6 6 6 6 6 6 6 6 6 6 6

Transitioning

Patients

Gross Census 734 768 802 836 870 904 938 972 1,006 1,040 1,074 1,108

11.

4843-4184-6059.13

Section C, Need, Item 1. (NRMTF, Service Area) and Need Item #4

The applicant states free treatment (charity care) will be offered to all female patients who
become pregnant and cannot afford treatment services. In addition, the applicant will offer
reduced cost or free care to some patients who demonstrate continuous program compliance but
who are unable to pay for treatment services. However, #17 of the applicant’s program rules and
consequences agreement located in Attachment B, Project Description, ILA. (which is signed by
the patient) states “patients must pay for treatment services and medication at the time received,
please don’t expect to receive treatment or medicine if you do not have the necessary funds”.

Please clarify.
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Response: Patients are generally required to pay for their care to ensure patients are committed
to their recovery, which is consistent with Federal guidelines. That is why the policy is worded
the way it is. However, an exception may be made if a patient who has demonstrated continuous
program compliance becomes unable to pay for their care. In that situation, the patient’s care
team, including the patient’s physician, taper down the patient’s treatment over a period of time,
and during that time period the treatment is provided free of charge This process often lasts
weeks, in contrast to most other forms of medical care where service is 1mmed1ately terminated if
a patient cannot pay.

12. Section C, Need Item 1 (5 Principles for Achlevmg Better Health found in the State Health
Plan)

The applicant references a quote from the Department of Mental Health and Substance Abuse

v Services regarding the reported-114-buprenorphine providers-that currently-exist-in-the proposed . . .

service area, Please provide the source of the information.

Response: The source of the buprenorphine doctor data is SAMHSA Buprenorphine Treatment
Physician Locator at: http://www.samhsa.gov/medication-assisted-treatment/physician-program-
data/treatment-physician-locator.

13. Section C. Need, Item 5 (Existing Clinics’ Utilization)

Please complete the following chart from data from the Tennessee Department of Mental Health
and Substance Abuse Services and external sources for the previous three years of utilization at
the following clinics. Please also provide the source(s) of utilization information.

4843-4184-6059.13
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2012 2013 2014
Patients Patients Patients Waiting
Facility 2012 2013 2014 2012 2013 2014 8 County 8 County 8 County List as of
Patients | Patients | Patients | Visits Visits Visits Proposed Proposed Proposed (Date)
Service Service Service
. Area Area Area
Knoxville DRD, | N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
Citgo Street . ' :
Location*
Knoxville DRD,-| N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
Rossville  Blvd. .
Location*
Volunteer TX | N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
Center,
Chattanooga, TN* ;
Galax Treatment | N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
Center, Galax
VA*
McLeod Center of | N/A N/A NA | NA N/A N/A N/A N/A N/A N/A
Weaverville, NC '
Crossroads  TX | 441 463 495 2,073 | 2,037 2,103 227 241 260 0
Center of {
Weaverville, NC
Crossroads : TX | 635 645 657 2,858 | 2,806 2,834 33 34 35 0
Center of |
Asheville, NC* ; .
. Western Carolina | N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A

TX Center
Asheville, NC
(2)*
New Beginnings | N/A N/A N/A N/A | NA N/A N/A N/A N/A N/A
Sober Living,
Asheville, NC*

*No publicly available utilization data.

RESPONSE: The table above includes information for the Crossroads locations. There is no
publicly available utilization data source for the other OTP providers. As such, there is no data for
the other requested facilities, none of which are in the Applicant's proposed service area; there are
no methadone treatment centers in the Applicant's proposed service area. The Applicant believes
there are at least eight programs that patients from the proposed service area attend, ranging in
distance from 48 miles (Weaverville, NC Crossroads facility) to 140 miles(Galax, VA) from the
proposed site. This information is based on calls the Applicant has received from Tennessee
patients who travel to those programs and who are seeking closer treatment alternatives.

4843-4184-6059.13
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Please complete the following table indicating the current number of patients from the proposed 8
county service area, by County, that are served by out of state bordering methadone providers.
The applicant will either need to contact the providers listed below directly, or the North Carolina
and Virginia State Opioid Authorities to obtain the data.

Resp"onse: Please see table below for the patients from the proposed 8 county service area that
were served by Crossroads of Weaverville and Crossroads of Asheville, NC. The total number is
313. There was no publicly available utilization data source for the other OTP providers.

Carter Greenc Hancock | Hawkins | Johnson | Sullivan | Unicoi Washington | Total

Crossroads 64 - 14 : 7 19 1 74 9 | 89 277
of Weaverville, -
NC :

‘Crossroads of | 3 5 1 11 0 9 0 7 36
Asheville, NC - '

BHG Asheville | NA N/A N/A N/A N/A N/A N/A N/A .| N/A

Treatment
Center, .
Asheville, NC*

Mountain _Are | N/A N/A NA | NA NA NA NA | NA VA
Recovery '

Center, Inc.,
Asheville, NC*

‘| Health

Mountain N/A N/A N/A N/A N/A N/A N/A N/A N/A

Solutions,
Asheville, NC*

Western N/A N/A N/A N/A N/A N/A N/A N/A N/A
Carolina .

Treatment
Center,
Asheville, NC*

New ‘River | N/A NA N/A N/A N/A N/A N/A N/A N/A
Comprehensive :
Treatment

.| Center; Galax,
VA*

*No publicly available utilization data.
14. Section C. Need, Item 6 (Projected Annual Utilization)

Please complete the foilowing chart indicating the patient origin by county in Year One and Year
Two of the proposed project:

4843-4184-6059.13
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Carter | Greene | Hancock | Hawkins Johnson | Sullivan | Unicoi | Washington | Total
Patients | 149 42 18 67 2 185 20 214 697
Year 1 .
Patients | 237 67 28 106 4 294 32 340 1,108
Year 2 -

Please clarify whether existing buprenorphine providers in the service area were considered when
the applicant assessed the need for this proposed project. In addition, please detail how the
existence of buprenorphine providers affected the assessment of need.

Response: The Applicant considered the existing buprenorphme prov1ders in the service area and
determined that there were sufficient buprenorphine providers in the service area. Because there
are no MAT. providers offering methadone, and there are sufficient providers offering
buprenorphine, the Applicant determined that it was not necessary for it to offer buprenorphine at
this time. The American Society of Addiction Medicine’s (ASAM) position on the availability
of MMT (FDA-approved medication for opioid dependence) is summarized by ASAM’s

President as follows:

“State governments and insurers should not be involved in setting limits on types or duration of
treatment for addiction,” said Stuart Gitlow, MD, ASAM President. “Governments and insurers
would never interfere with physicians prescribing FDA-approved medications for any other
chronic disease, such as diabetes or hypertension. Interfering with the treatment of addiction
threatens the life and health of patients and disrupts families, workplaces and communities.”

The Applicant’s proposed service is also supported by The World Health Organization, which
states:

“Opioid dependence is a complex condition that often requires long-term treatment and care. No
single treatment modality is effective for all people with opioid dependence. Adequate access to a
wide range of treafment options should be offered to respond to the varying needs of people with
opioid dependence.””

Please indicate if the proposed facility will adequately handle 1,000+ patients by Year 2 of the
proposed project. ;

" Response: Yes, the Applicant’s center can accommodate more than 1,000 patlents and will
expand the hours of operation to accommodate additional patients as needed.

How many patients can be processed in an hour?

Response: This depends on how “processed” is defined. If process means a patient intake, the
answer is none, as this process typically takes 2-4 hours of assessment and testing by a multi-

7 WHO/UNODC/UNAIDS position paper Substitution maintenance therapy in the management of opioid
dependence and HIV/AIDS prevention, 2004

4843-4184-6059.13
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disciplined care team of nurses, counselors and the physician. Counseling sessions generally take
20-40 minutes, but can last longer. The Applicant generally tries to provide dosing services in
less than 15 minutes so that patients can go to work, school or back to the care of their families.
The Applicant will provide multiple dosing stations in order to make dosing as efficient and
convenient for patients as possible.

Please clarify if funding for the proposed project will be available from cash reserves or from a
revolving line of credit. If from both, what is the percentage of financing from each source? If
any funding is from cash reserves, please check the box in the application to indicate cash
reserves is the partial/full funding source.

- Response: Currently, the $4.7M line of credit is the readily available and authorized source of
funding for this project. In addition, an additional $3M of equity financing will be available prior
to the Applicant’s CON hearing,

The funding documentation from Ally Bank is noted. Please submit a letter from ‘Ally Bank that
identifies the expected interest rate, term of the loan, and. any anticipated restrictions or
conditions. If needed, please check commercial loan as the source of partial/full funding.

Response: The funding documentation included in Attachment C, Economic Feasibility 2, is
from the Loan and Security Agreement from Ally Bank and provides the exact details associated
with the funding. As: such, Ally will not provide another document that may supersede or
contradict that funding document.

15. Section C, Economic Feasibility, Item 4 (Historical and Projected Data Chart)

The applicant indicates ownership in Crossroads Treatment Centers in Asheville, NC. Pleasc
provide a Historical Data Chart for the year 2014 for the Crossroads Treatment Center located in
Asheville, NC and Weaverville, NC. '

Response: The Applicant does not own any of the other Crossroads Treatment Centers; each has.
“its own separate ownership-at the facility level, although they are all owned by the same
physician. Attached please find Historical Data Charts for 2014 for the Crossroads facilities in
Weaverville and Asheville, North Carolina included as Attachment C-Economic Feasibility, Item
4. These charts show the combined PC and LLC financial information in order to provide the
most accurate picture of the operation of those treatment centers. Please see response to question
4 above for a more detailed explanation of the financial information included on the Projected
Data Chart; the same is true for the Historical Data Charts.

The applicant intends to seek CARF accreditation. What is the cost to achieve accreditation? Is
this cost reflected in the projected data chart?

4843-4184-6059.13 :
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Response: The cost to achieve CARF accreditation is $3,000. This amount was included in the
Project Cost Chart provided in the application.

There is a management agreement included in the application. However, the applicant provides a
footnote in the Projected Data Chart that notes “there are no management fee expenses as the
managemerit fee expense in the PC is offset by the management fee revenue for the LLC”. Please

clarify.

Response: The management fee is included as a PC expense on the LLC financials.

The Projected Data Chart reflects Charity Care in the amount of $50,046 in Year One of the
proposed project. Of the $50,046 what is the percentage that will be assigned to female patients
who become pregnant and cannot afford treatment services and patients that demonstrate
continuous program compliance but who are unable to pay for treatment services?

Response: The Applicant is not sure how much charity care will be provided in this market.
Generally about 2% of revenues are provided in charity care to pregnant women and another 1%
to ‘others at other Crossroads facilities. Provided there is no issue with State law, the Applicant

" will also provide this level of charity care. There is no issue with Federal law. ‘

Please. explain the reason ‘there will be no’ capital expénditures while the applicant will be
receiving revolving credit from Ally Bank. ;

Response: The revolving credit line is with the various management company entities, who in
turn equip the space and lease it to the PC operators of the treatment centers: Thus, the capital
expenditures are borne by the management entity and passed through to the Applicant in the form
of lease costs. ' ) A '

16. Section C, Economic Feasibility, Item 6.A.
It is noted Crossroads Management Entities will offer treatment to all patients for a rate of $1 per
day for the first thirty days of treatment. Please clarify if this arrarigement is consistent with

State and federal rules and regulations. .

Response: The Applicant is not aware of any inconsistency with State and Federal rules and
regulations. '

17. Section C, Economic Feasibility, Item 11a. and 11b.

Please clarify if the applicant will be providing buprenorphine (suboxorie, etc.) medication to
patients in the future.  If not, why will Crossroads not offer a choice of buprenorphine
(suboxone) to patients?

4843-4184-6059.13
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Response: The Applicant may offer buprenorphine in the future. This medication is offered at
other Crossroads treatment centers when there is sufficient patient demand. Curtrently, there are
over 100 physicians offering buprenorphine treatment in the proposed service area. If a patient
and his or her doctor decide this treatment option is best the Applicant will make a referral, which
is consistent with the practice at Crossroads treatment centers where buprenorphine is not offered.

A

18. Section C, Economic Feasibility, Item 10

The latest audited Balance Sheet and Income Statement for Crossroad Holding, LLC, Subsidiaries
and Associated PCs is noted. The financial documents reflect current assets of $669,745 and total
current liabilities of $968,862 equaling a current ratio of .69:1. A ratio of 1:1 would be required
to have the minimum amount of assets needed to cover current. liabilities. Please clarify the
applicant’s ability to cover current liabilities with its existing current assets. -

Response: The current ratio is less than 1:1 as a result of the fact that no accounts receivable are
carried. All patients are private pay, with payment made in advance of the provision of services.
In this instance; the current ratio of less than 1:1 is not a result of “excess” payables or being short
on cash; it results from-the nature of the- business being such that payment is made in advance of
the provision of services. .

As of September 30, 2015, there was §$3, 795,346 of revolver availability that the Apphcant could
utilize towards this project. :

19. Section C, Orderly Development, Item 3

It appears the applicant plans to dose patients 7 days per week. How is this accomplished with
one dosing nurse?

Response: When the center opens initially there will be 1 FTE Lead RN and 1 FTE Dosing LPN.
As more patients seek services, these FTEs will be .adjusted as necessary. As stated in the
application on page 52, the staffing included is the proposed staffing for the beginning of
operations at the facility.

Please describe the expected interaction:between a typical patient and physician at the proposed
facility, to include the amount of time at the initial visits and all subsequent visits, as well as the
scope of care provided. :

Response: The initial assessment by the program physician includes all of the following:

e Review of current medication(s) for medical or mental health issues: (prescription and
non-prescription).

e A-medical history and status, mcludmg active medical complications.

e A mental health history and status, including current medical issues or treatment.

4843-4184-6059.13
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A physical exam.

Assessment of current drug use including the last use, quaatity, frequency and duration.
HIV and HEP C status.

Documentation of problems related to drug use, including relational, employment and
legal.

Documentation of prior or current treatment for substance abuse.

Assessment of signs and symptoms of opiate withdrawal.

Review of patient’s initial urine drug screen results.

Review of results of patient’s prescription drug monitoring program results.
Documentation that patient meets Federal and State criteria for treatment eligibility.
Documentation of physician’s impression, initial treatment and recommendations, plan
and referrals.

e The initial assessment will usually require 20-30 minutes.

2 & & o o e e =@

Subsequent visits depend on the individual needs of the patient and can include assessment of -
dose, take-home schedule, co-occurring disorders, other presctiption medlcatlons or treatment
interventions. §

The scope of patient care includes physician supervised treatment, an individual treatment plan

with psychosocial assessments’ and reviews, individual and group counseling, treatment
medication and referral to outside providers for services not offered within the program.

The curriculum vitag (CV) for Dr. Paul Pyles in Attachment C indicate he resides in Mlss1351pp1
and is on staff at two Mississippi health facilities. How will this arrangement be possible for this
proposed project?

Response: Dr. Pyles intends to move back: to Tennessee regardless of the outcome of this
application. Dr. Pyles is a licensed physician in Tennessee and has previous experience WOrkmg
at an OTP in Knoxville, Tennessee, as stated on page 52 in the application.

It is noted $30,368 is assigned to a Physician Assistant position. What is the FTE assigned to the
$30,368 salary?

Response: This position will initially be less than one FTE. There will be one FTE throughout
‘the whole first year of operation.

4843‘4184'6.05_9~13
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20. Section C, Orderly Development, Item 8§

Please clarify if there have been any regulatory action (and result), civil or criminal lawsuit in any
state involving any non-residential substitution based opiate treatment facilities owned by the
Applicant’s parent company Crossroad Holding, LLC, or its subsidiaries.

Respoﬁse: The following are the pending proceediﬂgs of Crossroads Holding, LLC:

1. Crossroads Treatment Center of Asheville, P.C., Stacey Marie Garrett, by and through
her legal guardian, Randall Garrett v. Crossroads of Asheville Management Co., LLC,
formerly known as Crossroads Treatment Center of Asheville, LLC, formerly known as
Crossroads Treatment Center, LLC, Dr. Gerald R. Martin, Rupert J. McCormac, IV,
M.D., Treatment Center HoldCo, LLC, Crossroads Treatment Center of Asheville, P.C.,
John Doe, John Doe Entity and Karen Denise Wheeler (N.C. Court File No
13CVS1612). .

2. Treatment Centers HoldCo, LLC failed to file a Form 5500 for 2010 and 2011. The
Company is working with the IRS to resolve the issue.

3. Settlement and Release Agreement regarding EEOC Charge No. 430-2012-01995 dated
December 20, 2012 by and between Stephanie D. Hunt-Wood and Crossroads Treatment
Center of Greenville.

Please provide a copy of the latest regulatory licensure survey of all OTP’s owned by Crossroad
Holding, LLC. '

Response: A copy of the latest regulatory licensure ‘surveys are included as Attachment C
Orderly Development, Item 8. Some of them are from 2014, and some are from 2015.

All of the most recent inspection reports indicate and document that the plans of correction
were completed and accepted and all the issues identified were corrected:

21. Proof of Publication

Please submit a copy of the full page of the newspaper in v;/hich the notice of intent appeared with
the mast and dateline intact or submit a publication affidavit which is supplied by the newspaper
‘as proof of the publication of the letter of intent.

Response: The original newspaper or publication affidavit was not available at the time of filing.
The original Affidavit of Publication from the Johnson City Press is included as Attachment 21
Proof of Publication.

4843-4184-6059.13
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22. Notification Requirements

The notice to the county executive of the county in which the facility is proposed to be located,
the member of the House of Representatives and the "Senator of the General Assembly
representing the district in which the facility is proposed to be located, and to the mayor of the
municipality, if the facility is proposed to be located within the corporate’ boundaries of a
municipality, by certified mail, return receipt requested, informing such officials that an
application for a nonresidential methadone treatment facility has been filed with the agency by
the applicant is noted. However, the applicant references a previous submitted application filed
on April 15, 2015 (CN1504-015) and appears to reference the incorrect Zip Code for the location
of the proposed project. Please resend the notification letters within 10 days of filing the
application to the required officials with the correct project referenced and Zip Code noted and
provide documentation that these notification requirements have been met.
Response: Revised notice letters to government officials correcting the zip code and the CON
number from previous filing were sent by certified mail, return receipt requested on November 9,
2015, and are included as Attachment 22, Notification Requirements. '

If you have any questions please contact me at 615-850-8722 or by email at

Kim.Looney({@wallerlaw.com.
Sincerely,
P

Kim Harvey Looney

KHL:lag

Encl.

4843-4184-6059.13
Waller Lansden Dortch & Davis, LLP



SUPPLEMENTAL #1
November 20, 2015
12:24 pm

186

Attachment A, Applicant Profile, Item 4

Ownership Interest of 5% or Greater Chart
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CROSSROADS TREATMENT CENTERS
OWNERSHIP INTEREST OF 5% OR GREATER

Unit Holders

Percentage
Held

RCP Crossroads Fund I Blocker, Inc.

28%

Rupert J. McCormac IV, M.D.

23%

Steven W. Kester

17%

CT Centers Holdings, Inc.

9%

RCP Crossroads Co-Invest Fund Blocker, Inc.

7%

Tames Hamilton Evans

6%
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Attachment B, Project Description, Item 1

Executive Summary
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Crossroads Treatment Center CN1511-048

1. Brief description of proposed services and equipment

The Applicant, Crossroads Treatment Centers (“Crossroads or the Applicant") proposes to
establish a non-residential opioid treatment program (“OTP”) in a building to bé constructed at
413 Princeton Road, in Johnson City, Tennessee. Crossroads will provide medication-assisted
treatment (“MAT") for the rehabilitation of persons dependent on opioids to include opium,
morphine, heroin, or any derivative of the group. These derivatives commonly include pain
medications such as Oxycontin.

2. Ownership structure

Crossroads is owned by Crossroads Treatment Center of Tri-Cities, PC, which is owhed 100%
by Rupert J. McCormac, IV, M.D. This entity will be responsible for all medical aspects of the
proposed facility, and will hold the CON and the facility license. Crossroads of Tri-Cities
Management Co., LLC (the “LLC"), through a Management Agreement, will have management
responsibility for the proposed facility. The LLC is owned by Treatment Centers HoldCo, which
is 100% owned by Crossroads Holding, LLC.

3. Service area

The service aréa includes the eight most northeastern counties in Tennessee: Carter, Greene,
Hancock, Hawkins, Johnson, Sullivan, Unicoi and Washington Counties.

4. Need

The Applicarit estimates there are between 8,800 and 21,500 adults in the service area who are
addicted to opioids (heroin and prescription pain pills). Tennessee has been ranked as the
second highest prescribing state for narcotic painkillers. In addition, heroin use has skyrocketed.
Opioid abuse has bécome so pervasive in Tennessee that, in 2012, opioids overtook alcohol as
the primary substance of abuse for persons in treatment through the Tennessee Department of
Mental Health and Substance Abuse Services (“TDMHSAS"). According to a 2014 report from
the TDMHSAS, of the 4,850,000 adults in Tennessee, it is estimated that 221,000 (4.56%) have
used pain relievers, also known as prescription opioids, in the past year for non-medical
purposes. Of those adults, it is estimated that 69,100 are addicted to prescription opioids and
require treatment for prescription opioid abuse. The other 151,900 are using prescription
opioids in ways that could be harmful and may benefit from early intervention strategies. The
remaining 4,629,000 adults in the population would benefit from broad-based prevention

strategies that target the entire population.

In a comprehensive review of therapies for the management of opioid dependence, the World
Health Organization’s first conclusion is stated as follows:

“Opioid dependence is a complex condition that often requires long-term treatment and
care. No single treatment modality is effective for all people with opioid dependence.
Adequate access to a wide range of treatment options should be offered to respond to
the varying needs of people with opioid dependence.”

The Applicant intends to provide MAT services utilizing methadone to help patients stop abusing
opioids, manage triggers and addictive behaviors and gain control of their lives. When taken as
prescribed, methadone is very safe and prevents patients from experiencing withdrawal
symptoms, while at the same time not producing drowsiness or disorientation. The treatment

4834-8108-9577.3
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provided at Crossroads includes much more than simply prescribing and R¥EMRETRAUANP
Crossroads’ treatment includes physician assessment, counseling, laboftRsf/Atq¥mg and other
support services.

Given the number of persons in this service area who are in need of treatment for opioid
addiction, this service is clearly necessary to meet the health care needs of the service area
population.

5. Existing Resources

While there are over 100 physicians providing treatment using buprenorphine, there are no
providers of MAT services utilizing methadone in the entire 8 county service area. Numerous
sources state that options for treatment should be available. In addition, many state that MAT
using methadone is the most effective treatment for opioid addiction.

The closest Tennessee OTP to the service area is located in Knoxville, with a driving distance of
over 100 miles. The closest out of state OTP is a Crossroads facility located in Weaverville,
North Carolina, with a driving distance of 53 miles. State and federal regulations require new
patients to make these commutes daily (6 to 7 days per week) for up to three months of
treatment. For residents of the service area that are seeking to break the cycle of addiction, this
is especially difficult if they work in the morning, are parents of young children, have unreliable
transportation or struggle with their finances. The benefits of MAT depend on geographic
accessibility; extensive travel interferes with employment and family responsibilities. Approval
of this proposed project will significantly improve patient's access to needed treatment while
improving their ability to maintain a steady job and to enter “financial recovery,” and will increase
the likelihood of success of the treatment.

6. Project Cost
The project cost is $1,826,660, excluding the CON filing fee. This cost includes $295,000 for

the acquisition of the site, $268,200 for the preparation of the site, $840,000 for the construction
costs, and $166,060 for a contingency fund, among other items. .

7. Funding/Financial Feasibility

The proposed project is financially feasible in both the short and long terms. The Management
Company will receive funding for the project's startup costs from a revolving line of credit
agreement with Ally Bank. The Applicant will lease the premises from the Management
Company and has executed an Option to Lease. Once operational, the project is projected to
generate a profit in the second year of operations. The project is expected to generate
($540,245) in net income over the first 12 months of operation and $329,123 in the second year
of operation. Any shortfall is expected to be covered by the Ally Bank line of credit agreement.
Crossroads expects to serve 100 patients in the first month and be actively providing treatment
services to 697 patients by the twelfth month of operations.

8. Staffing
The proposed staffing for the beginning of the operations of the facility includes 2 Counselors
and one each of the following: Program Director, Physician, Director of Nursing, Dosing LPN,

Physician Assistant, Clinical Director, Administrator and Physician Assistant. As the number of
patients treated increases, the Applicant anticipates that additional staffing will be necessary.

4834-8108-9577.3
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Today’s webinar will begin in a Monthly Medication Safety Webinar:
few minutes. Update on Prescription Drug Abuse in
: Tennessee

Please press "6 to mute your line or use the “mute” button
on your phone.

Tonnssses Pharmacivta Coatition

If you have questions for ihe presenter or need to contact
' TCPS slaff, type your comments ino the chat box

Lines will be opened during the call, sa altendees may ask

queslions.
Please do nol put the conference on hald - All fines will bo muted during the presantation end unmuted during questions. "YW"°“°”'3V°3
quastion to ask, ploase mite your phone. If you do nol have a miuté button on your phone you
- p;ses‘ﬂtanmhyourllu?lmedamlpullfuwﬂumonhold.llymwoﬂjﬂkeloastA
Thank you fx. your paiance. question duing the webinar plsaca enler the quasiion Inlo tha quesion box.

Disclosure Information
Tennessee Center for Patient Safety
Jason Carter, Pharm.D.

Medication Safety: Update on

Prescription Drug Abuse in Tennessee . ® | have no financlal relationships to disclose
* I will not discuss off-labél use and/or investigational use
“The abuse of prescription opiolds has been identified s~ - durlng my presentation '

one af the most serious and costly fssues facing Tennesseans
und other Americans today."- Prescription for Success

@ ] 1@ @ J
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Prescription Drug Abuse: A New
Problem?

*'“The passage of the Harrison Narcotic Act in
1914- removed a blot from the pages of Pharmacy,
as the unlimited sale of narcotic drugs without

. being in conflict with any law tiad become

' appallmg This act placed the responsnblllty
jointly up to physmlans and drugglsts and it is
safe to say the consumption of narcotlc drugs had
diminished by 75%.”

From the History of the Tennessee Pharmacsts Association

L

1@

Weekend Articles on Prescription
Drug Abuse

¢ The dark reality of prescription drug abuse in
Tennessee (Bristol Herald-Courler)

« Health leaders gather in Johneon City to discuss
prescription drug epideniic (T-N)

¢ Bitter pills: State, local health pros talk reducing
prescription abuse (JCP)

* Growing problem of drug-addicted b bi
officials’ attention (Herald-Courier)

e Prescription drug drop boxes part of Prescription
For Success campaign (Cookeville Herald Citizen)

gets

Epidemioldgy

®

. mgmekL !
» p wod Unitwd Btwton:
. num:m - 20LE projeviien

H!E!S‘ESHHE!SEHEQQEH

omm
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Background
* Prescription drug abuse [s the Intentionaluse of a
medlcation:
« without a prescription;
« in a way other than as prescribed; OR
* « for the experience or feeling ft causes.
Approximately 7.0 million persons were current users of
psychotherapeutic drugs taken non-medically in the US in
2010 (2.7% of US population} )
¢ Paln rellevers - 5.1 mlllion
« Tranquliizers - 2:2 million
« Stimulants - 1.1 million
* Sedatives - 0.4 milliion

National Statistics
A

« Prescription painklller overdoses killed nearly 15,000
people In the US in 2008. This is more than 3 times the
4,000 people killed by these drugs in 1999.

« In 2010; about 12 milllon-Americans (age 12 or older)
reported nonmedical use of prescription painklilers In the
past year. S B o .

« Nearly half a million emergency department visits-In 2009
were due to people misusing or abusing prescription -
palnklllers. )

= It is estimated that 20 percent of people In the United
States have used prescription drugs for nonmedical reasons

« Nonmedical use of prescription palnkiliers costs health
insurers up to $72.5 billion annually In direct health care
costs.

o /

Tennessee Statistics

o Three times more likely to identify prescription oploids as
thelr primary substance of -abuse than the national
average ¥

» The use rate of prescription oploids among yourig adults
(1B-25-year- olds) was 30% higher than the natlonal
average In 2011

* Almost 7% of the 12-17-year-old population have used
prescription drugs for non-medical reasbns’

Tennessee Statistics Cont.

« 10-fold Increase In NAS Infants from 2001-2011

« Tled Nevada for second only to Florida in 2040 In
morphine equivalents per 10,000 people (11.8
kilograms) )

L /

N
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Patients Receiving Treatment by
TDMHSAS for Opioids are More Likely to TDMHSAS Funded Treatment
be: ’ + People addicted to oploids are more likely to be
® A. Single, Employed, 10" grade education « Rianiad
® B. Married, Employed, > 12 years of education
¢ C. Married, Unemployed, 8" grade education « Emplayed
e D. Single, Unemployed, 10® grade education
» >12 years of education
Individoals recelving treatnent a.( ;um funded treatment programs
@ ] @ y
Ve 3 A
Treatment Programs Pregnant Women Receiving Treatment
« Originally designed to treat people with heroln addiction 2001
e hiowsss 2011 Survey
® Other Drugs
8 Opiolds
2011
® Rx Druge
& Both
= Heron ® Other Drugs
# Oploids
\. TOMHSAS °F ription for mary Report. Summer 20_14. \° TDMHSAS °F for Success” Summary Report. Summer 2014. p
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How are these statistics possible? Doctor Shopping
« “The practice of a patient requesting care from multiple
« Doctor shopping physicians simultaneously.”
o Shift in prescriblng practices = « Stems from a patlent's addiction to, or reliance on,
’ certaln prescription drugs or other medical treatment.
« Different ways to access
’ e Most start as legitimate treatment
!
= ] 1@ _J
4 N . B
Doctor Shopping Convictions Prescribing Practices
155 )
b = Shift In view. of how to treat chronic pain.
145 e ——
( « Tennessee lhtractable Paln Treatment Act enacted In
uo == 2001 .
135 - ! * =
o Under-prescribing > Over-prescribing
130 4 — P
12§ . N
Jan-Dec 202 Jan-Sepe 2014
1\9 TDMHSAS “Pi ‘., i for Guccees” Report. Bummer 2014. _‘_/J [\g
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Extent of the Problem Controlled Substance Prescriptions by Class
* In 2010, evidence showed that in Tennessee, there were
enough prescriptions dispensed to represent:
o 51 hydrocodone for EVERY Tennessean>12yo
* 22 alprazolam for EVERY Tennessean>12yo
« 21 oxycodone for EVERY Tennessean>12yo ARLIM
FTTRERIE TR e e,
4,051,418 =12
’ Inforation provided hy Andrew Holt , Director TN CSMD
\. _/ e /!

Morphine Milligram Equivalents

guce .
o CSMD, 1010-208)

et of MV { o iR

N Your

Cantyulled Sabstance Monitoring Datahase 2014 Report to the 108th Tenneasee
Geueral Assembly
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Number of High Utilization Patients The number one way patients access
medications for non-medical use is:
* A. Doctor shopping
® B. Boughton internet
e C. Drugdealer
oy ® D, Free from friend or relative
tepan ’ L g A qurer
el s sbbord ey s s ron Pl e the quertr
Ieformatian proeided by Amdres ot Einamtor EX CHEY —»
1N e /]
4 ' ~ N
L Abuse Trends
Ways to Access ,
e Vinare Uons Gt ) " In 2008, thare ware 14,800 prescrijtion pairilier deathe.t
More then One Doctor (1 8%) Fiae fromt Frient’ : .
Ralatiat (56.0%) for avery T deoth them ore
O Doclor [19,7%)
* Sowrce Where Friend/Relstive Obtalned -
! {8.1%). ve 32 emorgenoy dept vials for minzso or Gbuse®
Bought o -
Insrmt 0.2%) Seeessessesecesesascasses 130 peopi
Do e
More than Ona. 0560000000000 06000 0000000
ey : s 825
Bought ook oI 5-"&"-?-""{«. Ternsas oo p
ook from
Friseilelstive (5 4%) 7
e L ] fhadied L B
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VR ™
Increase in Opioid-Related ED Visits Increase in ED Overdose Dollars Spent
. — [ T ey, T Temsie oot G ey
Figiare 146, T 3 visits for potsaning by | Proveriptian Oplebde: CF 20018011
proscription oploids ond reluted nercaties®: 2005-2010 R
bt Tase]”
by o L7134 T
% R J1s08 e
by LW_*‘"' e
1% '
1L F
un :
1 |
CY2e00 V2008 GY2O0T (Y2008 CYdeey  CY1MO 4
Py, * Tlae< BT $Wimte AANOM ARKEIAY i -_— — -
[™4 ' amcvmamhm«xsam«ma:ucvn«muuu
@ ] € = N 1)
|
1 N

Overdose Deaths
« Number of drug:related deaths due to overdoses

increased at a greater rate in Tennessee than in the
United States. :

 Increase In overdose deaths of 250% from 2001-2011

Neonatal Abstinence Syndrome in TN

Cost for Babies Born in 2013 with and without NAS
$46,000,000
$41,000,000
516,000,000

- $31,000,000
$26,000,000
$21,000,000
$16,000,000
$11,000,000

'$6,000,000 -
$1,000,000 ~——

.

‘Wihhout NAS

With NAS

for Success® Report Summer 2014,

. TOMHSAS °F ptis
©
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Treatment Cosis in 2013

* 5,854 people addicted t opiolds were served by the
Department of Meritat Heafth and Substance Abuse
Services at a cost of $16,280,429.

L

Tennessee Prescription Safety Act

Public Chapter No. 880
Signed by Gevernor Haslam on May 9™, 2012
Effective April 1, 2013 ’

@ , =
§ YT ;
Tennessee Prescription Safety Act Tennessee Prescription Safety Act

¢ Who MUST to be registered for the database?
¢ D‘:ﬂ"m""s « Al prescribers with DEA numbers who prescribe

* "Dispenser" means a pharmacist, a pharmacy, or any controlled substances and dispensers In practice
healthcare practitioner wito Is {icensed and has current providing direct care to patients in Tennessee for more
authority to dispense controlled substances than fifteén (15) calendar days per year shall be

* "Heaithcare practitioner exterider® means any reglstered or registered In the controlled substance database.
licensed healthcare profm(onal and up to two (2) ’
unlicensed persons deslgnated by the prescriber or
dispenser, who act as agents of thiat prescriber or
dispenser. The prescriber or dispenser shall be responsible
for all dctlons taken by their agents pursuant to this act.

@ 1 @ )
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Tennessee Prescription Safety Act

e When are you allowed to check the database?

« A dispenser or pharmacist not authorized 16 dispense
controlled substances conducting drug utilization or
medication history reviews who Is actively involved In
the care of the patlent

» A dispenser having authority to dispense controlled
substances to the extent the information relates
specifically to a current or a hona fide prospective
patient to whom that-dispenser has dispensed; is
dispensing, or considering dispensing any controlled
substance

- Tennessee Prescription Safety Act

+ When MUSTyou check the database?

o All prescribers or their extenders must check the
database prior to prescribing any opioid or
benzodiazepine to a human patient at the beginning of
a new episode of treatment and at least annually
thereafter as long as that drug remains part of their
treatment

» Before dispensing, a dispenser shall have the

" professional responsibility to check the database or
have a health care practitioner extender check the
database if the dispenser Is aware or reasonably
certaln that a person.Is attempting to obtain a
Schedule 1V controlled substance, identified by the
committee as demonstrating a potential for abuse for
fraudulent, iliegal, or medically Inappropriate purposes

o

&

Tennessee Prescription Safety Act

* How often do you have to report?
At least once every seven (7) days for all the controlled
substances dispensed during the preceding seven (7)
day period |

» When do you NOT have to report to the CSMD?

« Drugs administered directly to the patient

* Drug samples

« Drugs dispensed for a nonrhuman by a veterinarlan for
a quantity of less than 48 hours supply

+ Reglstered narcotic treatment programs (21 CFR
1304.24)

* Drugs dispensed by a licensed healthcare facility for a
quantity of less than a 48 hour supply

Public Chapter No. 430
Signed by Governor Haslam on May 16, 2013
Became effective October 1, 2013 -

10
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* Required the commissioner of health to develop
recommended tréatment guidelines for prescribing of
oploids, benzodiazepines, batbltucates, and carisoprodol
¢ must be reviewed and updated annually

Guldelines submitted to/reviewed by

» prescribing boards that license health professionals
who can legally preseribe controtled substances

e board of pharmacy

202
November 20, 2344/2015
12:24 pm
7 - 7 N
Addison Sharp Act Addison Sharp Act

¢ All prescribers who
* hold a current DEA license (AND)
* who prescribe controlled substances

MUST

{complete at least 2 (twb) hours of continuing education
(CE) related to controlled substance prescribing biennlally
to count toward the licensees' mandatory CE}

(e

Addison Sharp Act

* The blll was amended to specify that no prescription for
a schedule -V controlled subistance may be dispensed
In quantities greater than a 30 day supply.

» No opioids, benzodiazepines, barbiturates, or
carisoprodol may be dispensed directly by a registered
paln management clinic.

&

Addison Sharp Act

« if a prescriber disgenses any oploids, benzodlazepines,
barbiturates, or carisoprodol, then the prescriber must
submit the transaction to the controlled substances
monitoring database. "

« Generally, any prescriber of oplolds, benzodiazeplnes,
barbituratés or carisoprodol to patients who are chronic,
long-term drug therapy for 90 days or loniger must
conslder mandatory urine drug testing.

() )
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Morphine Equivalent Dose (MED)
" . . . « “Equipotent dose of any opioid in terms of morphine”
Chromc Pa ”1 G Ul_dEhnEES « As MED increases, the likellhood of any side effects
S — increases, therefore Identifying at-risk patients Is a
Tennessee Clinical Practice Guidelines for Outpatient crucial first step towards improving patient safety.
Management of Chronic FPain
MED Converslon Formula: MED= (Drug Strength)(Drug
Quantity)(Morphine Equivalent Multiplier)/(Day Supply)
o 1 1@ y
|
4 N ' h
Chronic Pain Guidelines Chronic Pain Guidelines
. _Treatmént with Opiolds: Key Principles » Pain Medicine Specialist:
1. All chronic oploid therapy-should be handled by a = “Medical specialty dedicated to the prevention,
slingle provider or practice and ail prescriptions evaluation and treatment of people with chronic pain.”
-should be fiiled In a single pharmacy, unless thie = Have fellowship training from American Board of
provider is informed and agrees that the patient can Medical Specialists (ABMS) or additional training in
go to another pharmacy for a specific reason. pain medicine sufficlent to obtain American Board of
2. Oploids should be used at the lowest effective dose Pain Medicine (ABPM) diplomat status.
3. A provider should not use more than one short-
acting opiate concurrently. If & provider deems it
necessary to do so then the medical reason shall be
clearly documented
@ 1 1@ J

12
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Chronic Pain Guidelines

« Tiers for the treatment of pain management
o Tler 1: Non-Pain Medicine Specialists

« Tler 2: Pain Mediclne Specialists

Chronic Pain Guidelines
« Tier 1: Non-Pain Medicine Specialists '

« All providers who wish to treat patients requiring less than
120 milligram morphine equivalent daily dose (MEDD)
shall
Hold a valid Tennessee license Issued by their |
respective board through the Department of Health and
a current DEA certification. :
Attend Continuing. Education pertinent to pain .
management as directed by thelr governing board.
Recommends, but does not require, that providers have
completed three years of resldency training and be
ABMS board eligible of board certified.

®
\

O . )

Chronic Pain Guidelines

« Tler 1: Non-Paln Medlclne Specialists (cont.) -

o All providers wishing to treat patients requiring 120
MEDD or more shall consutt witht a Pain Medicine
Speclalist. U R

o Providers treating patients with ongolng oploid therapy
(prescribing of 120MEDD for more than six months In any
calendar year) shall obtain at least ane annual
consultatlon with a Pain Medicine Specialist. Patients
with more complicated cases may require more frequent
consultation.

Chronic Pain Guidelines
o Tler 2: Pain Medicine Specialists shall hold

1. ABMS subspecialty certification in Pain Medicine under
the poards of, Anesthesta, Neurology, Psychiatry and
Physical Medicine & Rehabilitation and:

=;  An unencumbered Tennessee license and,

»" The minlmum number of CME hours In pain
management to satisfy retention of ABMS certification.

« Any exceptions to this must be approved by the -
respective regulatory board; OR :

13
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Chronic Pain Guidelines
» Tier 2: Pain Medicine Specialists shall hold (cont.)
) SENATE BILL NO. 1391
2. ABPM diplomat status by 7/1/2016 and: = o O

a1 Unencumbered Tennessee license and,
b The minimum number of CME hours in pain
. management to satisfy retention of ABPM diplomat
. status.
¢} Any exceptions to this must be approved by the
L%spﬁc{lue health related licensing and regulatory
ard.
g) Current pain medicine specialists who are qualified to
take the ABPM exam may continue to practice as a
- pain medicine specialist until 7/1/16, when diplomat
status will be required.

@ J

Public Chapter No. 820
Signed by Governor Haslam on April 2ah 2014
Effective June 1, 2014
i

SENATE BILL NO. 1391

o women shall be criminally charged with *...an assaultive
offense for the lilegal use of a narcotic drug while
pregnant, If her child Is born addicted to or harmed by
the narcotic drug... or for eriminal homicide i her child
diesas a re§dlt of her illegal use of a narcotlc drug taken
while pregnant.” .

» “..awoman actively enrolled in an addiction recovery
program before the child is born, [shall) remain in the
program after delivery, and successfully complete the
program, regardless of whether the child is born
addicted to or harmed by the narcotic drug.”

@ | , y,

o

SENATE BILL NO. 1631

Public Chapter No. 623
Signed by Governor Haslam on, April 4, 2014
Effective July 1,2014

14
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Naloxone Bill

» This blll authorizes a health care practitioner to prescribe

an oploid antagonist in the following clrcumstances:

() The practitioner is licensed to do so; ‘

(2) The practitioner is acting in goad faith; and

(3) The prescription is for a person at risk of experiencing an
opiate-related overdose, or for a family member, friend, or
a person who is in a position to assist a person at risk of
experienclng an opiate-related overdose.

e This blli defines "opiofd antagonist” as naloxone
hydrochioride, which is FDA-approved for the tréatment
of a drug overdose.

le

@

Naloxone Bill

* This bill authorizes an individual who receives an opioid
antagonist that was prescribed under this bill, to
administer It ©o another person if individual has a good
faith bellef that the other person is experiencing an
oplold retated overdose, and the individual exerclsés
reasonable care In admlnistering the drug.

' This authorization is granted ONLY after the person
administering the medication exhibits competency by
- completion-of an énline-overdose education program.

@

Naloxone Bill

o Under this bill the practitioner and the person
administering the drug will be immune from civil liabllity
for actions authorized by this bill, unless there is a
showing of gross negligence or wilfful misconduct. Also,
the practitioner will be immune from disciplinary or
adverse administrative actions.

\d

SENATE BILL NO. 1832

Public Chapter No. 872
Signed hy Governor Haslam on May 1%, 2014
Effective July 1, 2014

15
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SENATE BILL NO. 1832

+ Pharmacies must “[...Jrequire the person taking
possession of the dispensed prescription to present a
valid government issued [dentification or public or
private Insurance card, unless the person Is personally
known tof...]" the pharmacy “[...Jfor any schedule HV
opiold, benzodiazepine, zolpidem, barbiturate, or
carisoprodol medication for greater than a seven (7) day
supplyl...]"”

Professional judgment may be used when dispensing

prescriptions to minors or homeless people without L

these forms of documentation.

» Prescriptions dispensed by veterinarians, to hospital
patients, nursing home and assisted living patients,
mental health residential patients, incarcerated patients,
and inpatients of drug treatment facilities are exempt.

(]

SENATE BILL NO. 2547

Public Chapter No. 1011
Transmitted to Governor Haslam on April 2204, 2014
Effective Januarty 1, 2016

\

@

SENATE BILL NO. 2547

« Dispensers will be required to submit reports to the
CSMD at least every business day. '

* Data must be reported by no later than close of business
on the following business day.

¢ Requirements for reporting by veterinarlans will remain
at once every seven (7) days. -

@

Prescription for Success

TDMHSAS
Summer 2014

16
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Prescription for Success

“The Tennessee Department of Mental Health and
Substance Abuse Services is designated as the Single
State Authority for issuess regarding mental health
and substance abuse services, and has responsibility
for setting a direction and leading coordinated efforts
to address the prescription drug epidemic in

- Tennessee.”

@

Prescription for Success Goals

Decrease the number of Tennesseans who
» abuse controlled substances
< overdose on controlled substances

Decrease
« the amount of contralled substances dispensed in
Tennessee

N

Prescription for Success Goals

Increase
« access to drug disposal outlets in Tennessee

« access and quality of early intervention, treatment and
. recovery services. '

Expand collaborations and coordination
« among state agencies
o with other states

(-]

Prescription for Success -

Organizations curténtly involved

« Tennessee Department of Mental Heaith and
Substance Abuse .

« Tennessee Department of Health

« Tennessee Department of Safety and Homeland
Securlty

« Tennessee Bureau of Investigation

« United States Drug Enforcement Administration

« Tennesseé Departierit of Correction

« Tennessee Department of Children's Services

¢ TennCare

* Legislation

17
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Suppllem}éntal Resources

jon and Education (www.

Nationaf Councli on Patient

National lnstiGste ori Drug Abuse (www.nida.nlh.gov)
7/

Parents.The Anti-Drug (www.theantidrug.com)
Partnership for a Drug:Free America (www.drugfree.ord)

- Stop Medfcine Abuse (www.stopmedicineabuse.org/)

Office of National Drug Control Policy (www.whitehousedrugpolicy.gov)

hsa.gov)

Substance Abuse snd Menal Health Selvlce; A

@

®

LY A (525
e i

[ i
-Next Steps

* Monitor and update best practices
« |dentify new projects for next cycle
— Decision support
— Smart Pumps .
« Adopt ASHP strategy for volunteer groups
— Spring calf for volunteers via TPA/THA
— Seat membership for next cycle
« Begin next cycle in August
+ Submit your name and contact information to

Jackie Moreland @ jmoreland@tha.com

)

| —e—————————e e e

November 20, Fd4¥/2015
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Cender ini Pailem Safety

= p—e———

Identified ADE Measures by TPC

Opioids Outcome Measure:

« Total # doses of Narcan dispensed
* Yotal # doses of Opioids dispensed

...... PpeTep——

Identified ADE Measures by TPC

[y e————

=

Anticoagulants Outcome Measure:

-« Total # patients with an INR > or equal to
4,0
- Total # doses of Warfarin or Coumadin
dispensed :

_

TN | <5555
Identified ADE Measures by TPC

Hypogljyoem‘ic Agents Outcome Measure:

» Total # patients with a blood glucose equal
to or less than 70

« Total # doses of Insulin dispensed

| ST | W

I, S

Tennessee Pharmacists Coalition

«  Mark Sullivan, PharmD, MBA, BCPS, Chl1rman Tennassee Phurmai:lsh
Taskforce & Director, VUH Ph y Op Vanderblit Hospltal

. ﬂmls Clarke, RN, !Snt. Senior \i"h:s Pruident, Cllnlcal and Professlonal

. Jltl(le Moreland, RN, BSN WS, Clinleal Guality |mpmment s;m:hﬂst,
Tennessee Center for Patient Safetv Hospltal Asseci

¢ Todd Bess, PharmD, BCPS, Assistant Dean for Middla’ Tennnasue Director,
anhvulﬂ Clinical Education Cenwer & Statewide C

[ , Univ y of College of Pharmacv

* Jeff Blnkley, PharmD, BCNSP, FASHP Director of Pharmacy, Maury Reglonal
Medical Center

« Baeteena Black, DPh, E: ive D A Pharmacists Assoclati

«  Hayley Burgess, PharmD, Director of Medlcation Safety and System
Innovations, Clinlcal Services Group/HCA

#—; |
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— =
" hi
e

Tennessee Pharmacists Coalition

«  Jason Carter, PharmD, Chief Pharmacist TN Department of Mental Health
and Substance Abuse Services, Tennessee State Oplold Treatment Authority,

Assoclate Prof University of Te College of Pharmacy

o Micah Cost, PharmD, Director of Prof | Affalrs, Pharmacist
Assoclation ) ’

+ Drisn Esters, Pharmb, CPPS, Assistant Professor of Pharmacy Practice, South

College School of Pharmacy

o Carly Feidott, PharmD, Medication Safety Program Dlirector, LifePoint
Healthcare '

* Brandy Greene, PharmD, Clinlcal Pharmacy Manager, Salnt Thomas at
Midtown .

* Lesh ingram, PharmD, Director of Pharmacy, Cookevllle Reglonal Medical
Center .

¢ Keith Kuboske, PharmD, Director of Pharmacy, NorthCrest Medical Center

2 THA] i

Tennessee Pharmacists Coalition
+ Carmen Leffies, D.Ph., MS, Director of Pharmacy, Saint Thomas West

Hospltzl

«  Andrew.Martin, Pharm.D, Associate Professor of Pharmacy Practice, Unlon
University School of Pharmacy

* Susan ley, PharmD, Assi: Profi Lipscomb University College of
Pharmacy LY

» pavid Mulherla, PharmB, BCPS, informatics Pharmacist, Vanderblit
University Hospltal '

»  Sherry Oshome, DPh, Executive Director of Pharmacy, Jackson-Madison
County General Hospital; Faculty Unioa Unjversity School of Pharmacy

« Calita Richards, PharmO, MPH, Director of Pharmacy, Tennessee
Department of Health )

- Kay Ryan, OPh, MS, MBA, Certified L/$ Green Belt, Pharmacy Director,
Reglonal Medical Center at Memphls :

S O S e

A ERIESTEE T T e,

ADC 41312 Delaiitaek

b=
I
o THA! BTENNESSEE Y| I 555t
P HRALL TPV DM

Upcoming Events
« TCPS August Regional Meetings:
— Knoxville — Tuesday August 19th
— Nashville — Thursday August 21st
— Memphis — Tuesday August 26"
« 2014 THA Leadership Summit

—Wednesday November 5" at the Gaylord
Oprytand Hotel and Convention Center in
conjunction with THA's Annual Meeting. Make
plans to showcase your improvement work by
submitting a poster for presentation. Contact
Chris Clarke at cclarke@tha.com for details

e

20
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ﬁ;‘TfNNESSEE

wniry feie Batient Safety

" Other Reminders

« Webinar Evaluation: Eam contacl hours for weblnar
particlpation after completing

« TCPS Newsletter: Sent every Tuesday afternoon

= IHI Open School: THA is providing free access to the IHI Open
School cumiculum for 2014 to employees and trustees of our safety
pariner hospitals.

« AHRQ Hospital Survey on Palient Safely (HSOPS): The Tennessee
Center for Patienl Safety offers the survey (o all safety pariners at

‘NO COST. Go to www.Inpaliantsafety.com->Tools and Resources=>
AHRQ Culture Survey for more information.

o

S—— —

S0 D

i Questions

- e

& R

IHI Open School 2014

+ THAis providing free access 10 the IHI Open School curriculum to
employees and trustees of our salety partner hospitals.

A

ST way8 e daigras

+ 21 online, salf-paced including 72 and pondi
resourcos—videns, case stuties, podcasts, lealured arficles, exarcises,
, networking

Free app for the iPhone and iPad by logging onto ITunes
+  Over 25 contacl hours avallable for CME, CNE, CPHQ and ACPE credit
Cerlificate of completion

1. Register using instructions. Type “Tennessee Hospltal Assoclation” as
your facliity to receive free membership.

2. Once registered, go to the course page: www.itil.orpims
3. Click the onfine learning tab and chooss & lesson
4, Click Begin Lesson

21
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Attachment C, Orderly Development, Item 8

Regulatory Licensure Surveys

4836-3426-4363.1
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SUMMARY OF STATE LICENSURE SURVEYS

Crossroads Treatment 'Center of Ashevﬂle 3/ 13/2015 3/ 15/20 15). A site visit was
conducted from 3/13/2015 to 3/15/2015. Based on this site visit, the only citation was for the
water temperature which is a Type A violation. The surveyors/auditors stated that the
charts look good and are very well organized. They also stated that the patients were very
complimentary of the staff.

2. Crossroads of Northwest GA (Complaint survey 8/25/2015 and Survey 6/26/2015). A
complaint investigation was completed on 8/25/15 and no deficiencies were cited. A survey
was conducted on 6/26/15 and no deficiencies were cited.

3. Crossroads of Weaverville (7/9/2015). An annual, complaint and follow-up survey was
completed on 7/09/15, All previous deficiencies were found to be in compliance. The survey
report cited 4 new standard level deficiency. The facility was found not to be following its
Governing Body Policies in relation to documentation (physician not consistently dating his
signature). Additional inspection on 11/12/2015 for investigation of complaint. Complaint
was unsubstantiated and all areas in compliance. One additional deficiency cited related to
reporting incident to local regulatory group for patients that reside in TN. This is done
automatically when incident is filed on line, but facility had faxed its report. CARF_Survey
10/15/2015:  Federal Accreditation Survey resulting in highest accreditation (3 year)
(accreditation extends through October 2018).

4. Crossroads Treatment Center of Greensboro (5/21/2015). Annual Survey with no cited
deficiencies. |

5. Crossroads of Columbia (4/10/2014 through 4/14/2014). A routine inspection was
completed from 4/10/2014 to 4/14/2014. Deficiencies were cited for failure to document
appropriate sérvices for nutritional counseling and parent training for one pregnant client.
In addition, there was a deﬁmency cited for failure to test on a weekly basis after a patient
failed a urinalysis on 11/22/2013 and the next lab results were not received until 12/16/13.

A plan of correction was submitted and accepted.

6. Crossroads of Greenville (6/10/2014). A complaint investigation was conducted on
6/10/2014. The resulting report cited the facility for late notification to some providers in
the aréa of individuals who requested admission or inability to verify that all intended
recipients had been notified. In addition, there was no documentation of notification for the
week of 6/2/2014 to 6/6/2014. The facility was also cited for failing to notify the Health
Facilities Licensing Bureau of a change in the administrator of record which occurred:
approximately one month prior to the inspection. A plan of correction was required, and the
facility submitted the.plan on 6/25/2014.

7. Crossroads Treatment Center at Sugarloaf (1/30/2015). The Georgia Drugs and
Narcotics Agency conducted a pharmacy inspection report on 1/30/2015. The only finding
was a not acceptable for the emergency kits because three of the Narcan kits were expired.
The inspection report indicated that the regional director performs monthly inspections and
that the Narcan would be checked at the next inspection. CARF Survey (10/16/2015):
Federal Accreditation Survey resulting in highest accreditation.

4841-7067-65233
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8. Crossroads of Danville 09/10/2015). Annual Licensing Survey — two minor deficiencies.

The CSAC Credential for the employee #2 had expired as of 6/30/15. Second deficiency
related to lack of documentation for one patient between provider and referral agency.

215

9. Crossroads of Seneca — Facility has not been operational long enough to undefgo state
-inspection.

The following facilities received licensure in 2015. No surveys have been conducted.

1. Crossroads Treatment Center of Calhoun PC.

2. Crossroads Treatment Center of LarGrange PC.

3. Crossroads Treatment Center of Charleston PC.

4841-7067-6523.3
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Wa i E e r Waller l.anﬁdnn Dortch & DavNﬂvemhen(\an 2015
511 Urmon Street, Suite 2700 615,244.6804 (ax
' ) P O. Box 198966 12:24 arlaw.com

Nashville, TN 37219-8966

Kim Harvey Looney
615.850.8722 direct
kim looney@wallerlaw.com

November 9, 2015

VIA CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Congressman Phil Roe
U.S. Representative
Tennessee District 1
Higher Education Building
205 Revere Street
Kingsport, TN 37660

1609 Walters State CC Drive
- -Suite-4--- » -
Morrlstown TN 37813

Re: - Crossroads Treatment Centers CN1511-048
Dear Congressman Phil Roe:

This letter will serve as notice that our letter to you dated November 6, 2015, a copy of which is
attached, incorrectly stated the wrong zip code and CON number for the attached-referenced CON
project. The correct zip code is 37601 and the CON number is CN1511- 0438.

If you have any questions, please contact me at 615-850-8722 or by email at
- Kim.Looney@wallerlaw.com. :

" Sincerely,
- CA
Kim Harvey Looney
KHL:lag
Enclosures

4813-9094-3274 |
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VIA CERTIFIED MAIL

RETURN RECEIPT REQUESTED

Congressman Phil Roe

U.S. Representative

. Tennessee District 1

: Higher Education Bulldmg
205 Revere Street

Kingsport, TN 37660

1609 Walters State CC Drive

Suite 4
Morristown, TN 37813

~

Re:
‘Certificate of Need

Dear Congressman Phil Roe:

SUPPLEMENTAL #1
November 20, 2015
Waller Lansden Dortch & Dawis, 1L2.24 ﬁiﬁ:d.é}BO main
e 2 - 284 6B0A fax

511 Union Street, Suite 2700
PO Box 198966
Nashville, TN 37219-8966

217

walleddaw com

Kim Harvey Looney
615.850.8722 direct
kim.looney@wallertaw.com

November 6, 2015

Crossroads Treatment Centers CN1504-015

This letter will serve as notice (pursuant to Tennessee Code Annotated 68- 11 1607(0)(3))
that our client, Crossroads Treatment Centers filed a Certificate of Need with the Tennessee
Health Services and Development Agency (“HSDA”) on November 6, 2015 for the
-establishment of a non—re31dentlal substitution based treatment center for opiate addiction to be
~ located on Princeton Road, where a street address has not yet been assigned, between Susannah
Street and Wesley Street, on land that is currently vacant next to the Princeton Medical Center
building, Johnson City (Washington County), Tennessee 37604 Attached is a copy.of the Letter

of Intent as filed with the HSDA

If* you have any questlons
kim.looney@wallerlaw.com.

KH L:lg
Enclosure

please contact me at 615-850- 8722 or by email at

Sincerely,

G e,

Kim Harvey Looney
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‘SUPPLEMENTAL #1
220 & November 20, 2015
i1 12:24 pm

AFFIDAVIT

STATE OF TENNESSEE

COUNTY OF DAVIDSON

NAME OF FACILITY: CROSSROADS TREATMENT CENTERS CN1511-048

l, KIM H. LOONEY, after first being duly sworn, state under oath that | am the applicant
named in this Certificate of Need application or the lawful agent thereof, that | have

reviewed all of the supplemental information submitted herewith, and that it is_true,

‘%»-—-ﬂzﬁw

Signature/Title

accurate, and complete.

Sworn to and 'subscribed before me; a Notary Public, this the 20th day of November, 2015,

withess my hand at office in the County of Da.vidson, State-of Tennessee.

_ ‘\‘\\\munmm,o

My commission expires: January 8, 2019 f,g“ 8
HF-0043 | g_

% Puau
Revised 7/02

mmtm\
MY COMMISSION EXPIRES:
JANUARY 8, 2019

4850-2880-5163.1



SUPPLEMENTAL #1

221
November 20, 2015

12:24 pm

Attachment 21

Affidavit of Publica.tion

4836-3426-4363.1
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JOHNSON CITY PRESS
204 W. Main Street
Johnson City, TN 37604
AFFIDAVIT OF PUBLICATION

AD# \ D\Lz%r\ 52) |

State of Tennessee )
Carter County )
Washington County- )
. —
Teresa Hicks makes the oath that she is :

daily newspaper publi'sheq,_in Johhson_Ci |
- = ‘ t i
advertisement was published in said pap{

s 0 =
-:;'_; TiNOh‘}i}gsEE i o= Connie N: Guinn
R Ry, s> = .
’«,%"-.PUBUC W Notary Public
A NN .
.f(, GTON r"O\\\\ M o o : 03/28/2017
’”-mm‘“ y commission expires on 03/28/20:

This legal notice was published online at www. johnsoncitypress. com and
www.publicnoticeads.com during the duration of the run dates listed. This publication fully.
complies with Tennessee Code Annotated 1-3-20
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Attachment 22

Revised Notification Letters to Government Officials

4836-3426-4363.1



2ra SUPPLEMENTAL #1
waller i e 0 e NGvenGY 20,2015
P.O. Box 198966 12:24 priviaw.com

Nashville, TN 37219-8966
Kim Harvey Looney

615.850.8722 direct
kim.looney@wallerlaw.com

November 9, 2015

VIA CERTIFIED MAIL .
RETURN RECEIPT REQUESTED

Johnson City Mayor’s Office
Attn: Mayor Clayton Stout
1301 Iris Avenue

Johnson ‘City, TN 37601

Re: Crossroads Treatment Centers CN1511-048

' Dear Mayor Stout:

This letter will serve as notice that our letter to you dated November 6, 2015, a copy of which is’
attached, 'incorrectly stated the wrong zip code and CON number for the attached—referenced CON
project. The cormrect zip code is 37601 and the CON number is CN1511-048.

If you have any questions, please contact me at 615-850-8722 or by email at
Kim.Looney@wallerlaw.com,

Smcerely,

Kim Hatvey Looney
KHL:lag :
‘Enclosures

4813-9094-3274.1
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| VIA CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Johnson City Mayor’s Office
Attn: Mayor Clayton Stout
1301 Iris Avenue :
Johnson City, TN 37601

SUPPLEMENTAL #1

225
Waller Lansden Dortch & Davis, Llyovemg?(%ﬁg&nzo" 5
511 Union Street. Suite 2700 12:24" 6804 {ax
P.O. Box 198966 wallerlaw.com

Nashville, TN 37219:8966
Kim Harvey Looney

615.850.8722 direct
kim.looney@wallerlaw.com

November 6, 2015

Re: Crossroads Treatment Centers CN1504—015

Certificate of Need

Dear Mayor Stout:

This letter will serve as notice (pursuant to Tennessee Code Annotated 68-11- 1607(c)(3))
that our client, Crossroads Treatment Centers filed a Certificate of Need with the Tennessee
~ Health- Services and Development Agency (“HSDA™) on November 6, 2015 for the

.establishment of a non-residential substitution based treatment center for opiate addiction to be
located on Princeton Road; where a street address has not yet been assigned, between Susannah
Street and Wesley Street, on land that is currently vacant next to the Princeton Medical Center
building, Johnson City (Washington County), Tennessee 37604 Attached is a copy of the Letter

. of Intent as filed with the HSDA.

If you have any questions;
kim. looney@waller[aw.com

KHL:1lg
Enclosure

ARaa-R2c7-8022 .7

please contact me at 615 850 8722 or by email at

Sincerely,

'%{_ﬂﬁw

Kim Harvey Looney -
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_State of Tennessee : November 20, 2015
Health Services and Development Agency 12224 pm - -~ -
Andrew Jackson Building, 9" Floor .
502 Deaderick Street

Nashville, TN 37243
www. tn.gov/hsda Phone: 615-741-2364 Fax: 615-741-9884

LETTER OF INTENT

The Publication of Intent is to be published in the _The Johason City Press

* (Name of Newspaper

which is a newspaper of general circulation in the county of: Washington
(County) -

Tennessee, on or before November 6 , 20 15 for one day.
(Month/Day) (Year) }

This is to provide official notice to the Health Services and Development Agency and all interested parties, in
accordance with T.C.A. § 68-11-1601 et seq., and the Rules of the Health Services and Development Agency, that:

N/A

Crossroads Treatment Centers
(Facility Type-Existing)

(Name of Applicant)
' Crossroads Treatment Centers of Tri-Cities, —1 _
owned by: .PC _ with an ownership type of _Professional Corporation

. o Crossroads of Tri-Cities ;
and to be managed by: Management Co., LLC intends to file an application for a Certiﬁdate of Need
for: the establishment of 2 non-residential substitution-based (methadone) treatment centet for opiate addiction, and
the initiation of adult opioid treatment program services. The center will be developed and located on Princeton Road, where
a street address has not yet been assigned, between Susannah Street and Wesley Street, on land that is currently vacant next to
 the Princeton Medical Center building, Johnson City (Washington County), Tennessee 37604. The cost of the project is

expécted to be less than §1.9 million.

The anticipated date of filing the application is: On ot before November 11, 20 _15
- The contact person for this project is Kim H. Looney, Esq. ' Attorney
: (Contacl Name) (Title)

who may be reached at: Waller Lansden Dottch & Davis LLP 511 Union Street, Suite 2700
_ - ' ~(Company Name) . (Address)
Nashville i . TN 37219 615 F 850-8722
é};‘( - . }j:i_, (State) (Zip Code) ~ (AreaCode) [ (Phone Number)

S S ﬁ% . & November 6, 2015 ' Kim.Looncy@wallcrlaW:_com :

(Sighstlire) O T T (Date) _ (Email-Address) :

d between the first and the tenth day of the month. If the

The Letter of Intent must be filed in triplicafe and receive '
ling must occur on the preceding business day. File this

last day for filing is a Saturday, Sunday or State Holiday, fi
form at the following address: '

Health Services and Development Agency
Andrew Jackson Building, 9" Floor
502 Deaderick Street
Nashville, Tennessee 37243

The published Letter of Intent must contain the following statement pursuant to T.C.A. § 68-11-1607(c)(1). (A) Any health care institution
wishing to oppose @ Certificate of Need application must file a written notice with the Health Services and Development Agency no later
than fifteen (15) days before the regularly scheduled Health Services and Development Agency meeting at which the application is
originally scheduled; and (B) Any other person wishing to oppose the application must file written objection with the Health Services and

Development Agency ator prior lo the consideration of the application by the Agency.

HF51 (revised 01/09/2013 — all forms prior to this date are obsolete.}
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Waller Lansden Dortch & Davis Noven‘ﬂ)el" 20‘ 201 5
W ' 511 Union Street, Suite 2700 615244 4804 Tan

P.O. Box 198966 12:24 pme coun

Nashville, TN 37219-8966

Kim Harvey Looney

" 615.850.8722 direct
kim.looney@wallerlaw.com

November 9, 2015

VIA CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Dan Eldridge

Mayor Washington County
100 East Main Street
Jonesborough, TN 37659

Re: Crossroads Treatment Centers CN1511-048
Dear Mayor Eldridge:

This letter will serve as notice that our letter to you dated November 6, 2015, a copy of which is
attached, incorrectly stated the wrong zip code and CON number for the attached-referenced CON -
project. “The correct zip code is 37601 and the CON number is CN1511- 048.

If you have any questions, ‘please contact me at 615-850-8722 or by email at
. Kim.Looney@wallerlaw.com. ' ' '

Sincerely,

H—1 @%W

_ Kim' Harvey Looney
KHL:lag
Enclosures

4813-9094-3274.1
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i . A
i Waller Lansden Dortch & Dawis. LUJ, 6152448 B3R v
Wa E E E 511 Union Street, Suite 2700 Ai2=2'4\&»|:ll‘l'ln 6804 lax
2 P.0O. Box 198966 weallzrlaw com
Nashville, TN 37219-8966
Kim Harvey Looney

615.850.8722 direct

kim.looney@wallerlaw.com

November 6, 2015

VIA CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Dan Eldridge

Mayor Washington County
100 East Main Street
Jonesborough, TN 37659

Re: Crossroads Treatment Centers 'CNiS"be—'Gi's
Certificate of Need T

.. Dear Mayor Eldri(‘ige‘:'

“This letter will serve as notice (pursuant to Tennessee Code Annotated 68-11-1607(c)(3))
that our client, Crossroads Treatment Centers filed a Certificate of Need with the Tennessee
Health Services and Development Agency (“HSDA”) on November 6, 2015 for the establishment
of a non-residential substitution based treatment center for opiate addiction to be located on
Princeton Road, where a street address has not yet been assigned, between Susannah Street and
Wesley Street, on land that is currently vacant next to the Princeton Medical Center building,

Johnson City (Washington County), Tennessee 37604. Attachedis a copy of the Letter of Intent
as filed with the HSDA. ' - '

If you: have aﬁy quéstiohs, please contact me at 615-850-8722 or by email at
‘kim.looney@wallerlaw.com. '

Sinc_efer, - )
L Yeney”

Kim Harvey Looney

KHL:lg
Enclosure
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Kim Harvey Looney
615.850.8722 direct
kim looney@wallerlaw.com

November 9, 2015

VIA CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Representative James “Micha” Van Huss
Tennessee General Assembly

District 6

301 6th Avenue North

Suite 23 Legislative Plaza

Nashville, TN 37243

Re: Crossroads Treatment Centers CN1511-048

Dear Representative Van Huss:

This lettef will serve as notice that our letter to you dated November 6, 2015, a copy of which is
attached, incorrectly stated the wrong zip code and CON number for the attached-referenced CON
project. The correct zip code is 37601 and the CON number is CN1511-048.

If you have any questions; please contact me at 615-850-8722 or by email at
Kim.Looney@wallerlaw.com.

Sincerely,
P feess
Kim Haivey Looney -
KHL:lag
Enclosures

4813-9094-3274.1
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# . Waller Lansden Dorich & Davis, Hh 415 244 6380 main -
511 Union Street, Suite 2700 24 BN 800 [ax
> O Box 198966 ) wallerlaw com
Nashville, TN 37219-8966 '
Kim Harvey Looney

£615.850.8722 direct
kim.looney@wallerlaw.com

November 6, 2015

VIA CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Representative James “Micha” Van Huss
_ Tennessee General Assembly

District 6 '

301 6t Avenue North

Suite 23 Legislative Plaza

Nashville, TN 37243 -

Re: Crossfoads'Treatment‘ Centers CN1504-015
Certificate of Need =~ -

Dear Representative Van Huss:

. This letter will serve as noticé (pursuant to Tennessee Code Annotated 68-11-1607(c)(3))
- that our clienf, Crossroads Treatment Centers filed a Certificate of Need with the Tennessee

Health Services and Development Agency (“HSDA”) on November 6, 2015 for the
" establishment of a non-residential substitution based treatment center for opiate addiction to be
located on Princeton Road, where a street address has not yet been: assigned, between Susannah
Street and Wesley Street, on land that is currently vacant next to the Princeton Medical Center
 building, Johnson City (Washington County), Tennessee 37604. Attached is a copy of the Letter
. of Intent as filed with the HSDA. ‘ ‘ : ' ‘

If you.have any qucstions, please contact me at 615-850-8722 or by email at
kim.looney@wallerlaw.com. o . S

Sincerely, .

Tty

_ Kim Harvey Looney

KHL:Ig
Enclosure
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Nashville, TN 37219.8966

Kim Harvey Looney
615.850.8722 direct
kim.looney@wallerlaw.com

November 9, 2015

VIA CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Senator Rusty Crowe
Tennessee General Assembly
District 3

301 6th Avenue North

Suite 8 Legislative Plaza
Nashville, TN 37243

808 East 8th Avenue
Johnson City, TN 37601

Re: Créssroads Treatment Centers CN1511-048

Dear Senator Crowe:

This letter will serve as notice that our lettér to you dated November 6, 2015, a copy of which is
attached, incorrectly stated the wrong zip code-and CON number for the attached-referenced CON
project. The correct zip code is 37601 and the CON number is CN1511-048.

If you have any questions, please contact me at 615-850-8722 or by email at
Kim.Looney@wallerlaw.com. o

Sincerely,

Kim Harvey Looney
KHL:lag
Enclosures

4813-9094-3274.1
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K Waller Lansden Dortch & Dawvis, LLP &5 24486380 mam
%Ma E F 511 Union Street, Suite 2700 2:246"[“1 H004 lax
P.O. Box 198266 wallerlaw com
Nashville, TN 37219-8966

Kim Harvey Looney
615.850.8722 direct
kim.looney@wallerlaw.com

November 6, 2015

VIA CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Senator Rusty Crowe
Tennessee General Assembly
District.3

301 6t Avenue North

Suite 8 Legislative Plaza
Nashville, TN 37243

808 East_8t5 Avenue
" Johnson City, TN 37601

Re: Crossroads Treatment Centers CN1504-015
Certificate of Need .

Dear Senator Crowe:

~ This letter will serve as notice (pursuant to Tennessee Code Annotated 68-11-1607(c)(3))
that our client, Crossroads Treatment Centers filed a Certificate of Need with the Tennessee
Health Seivices and Development ‘Agency (“HSDA”) on November. 6, 2015 for the
establishment of a.non-residential substitution based treatment center for opiate addiction to be’
located on Princeton Road, whiere a street address has not yet been assigned, between Susa;mah
Street and Wesley Street, on land that is currently vacant next to the Princeton Medical Center
building, Johnson City (Washington County), Tennessee 37604. Attached is a copy of the Letter
of Intent as filed with the HSDA. ' : ~ ¥ : .

If you have any questions, please contact me at 615-850-8722 or by email at
kim.looney@wallerlaw.com.

Sincerely,

2 W pereg”

Kim Harvey Looney

KHL:lg
Enclosure -
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Kim Harvey Looney
615.850.8722 direct
kim.looney@wallerlaw.com

November 25, 2015

VIA HAND DELIVERY

Phillip M. Earhart

Health Services Development Examiner
Health Services and Development Agency
Andrew Jackson Building

502 Deaderick Street

ot Floor

Nashville, TN 37243

Re: Crossroads Treatment Centers CN1511-048 - Supplemental Responses
Additional Information \

Dear Phillip:

This letter is submitted as the supplemental response to your letter dated November 24, 2015,
wherein additional information or clarification was requested regarding the above-referenced CON
application.

1. Section A, Applicant Profile, Item 6

The assignment and assumption agreement between Calhoun Real Estate, LLC and
Crossroads of Tri-Cities Management Company, LLC is not fully executed. Please clarify who will have
possession of the property. However, the applicant (Crossroad Treatment Centers of Tri-Cities, PC) must
have legal interest in the property, not the management company. Please provide documentation (with all
parties’ signatures) that the applicant has legal interest in the property.

Response: Crossroads of Tri-Cities Management Company, LLC will have possession of the
property, and develop the building that will be included on the property. Included in Attachment A
Applicant Profile, Item 6 is an executed updated copy of the Assignment and Assumption Agreement.
Thus, Calhoun will assign its rights to the Management Company through the Assignment and
Assumption Agreement and the Management Company has executed an Option to Lease which gives the
Applicant control of the property.

Please clarify if the applicant will be leasing the property from Crossroads of Tri-Cities
Management Company, LLC. If so, please provide a lease agreement and application replacement pages
to reflect the lease agreement.

Response: The Applicant will lease from the Management Company. Included as Attachment
A. Applicant Profile, Item 6 is a copy of an Option to Lease between the Management Company and the
Applicant. Revised application pages are included as Attachment A, Applicant Profile, Item 6.

The Applicant would like to point out that in Tennessee, as in many of the other states in which it
operates, corporations are prohibited from practicing medicine, with limited exceptions (“Corporate

4839-1102-7755.6
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Phillip M. Earhart
November 25, 2015
Page 2

Practice”). As such, the clinical aspects of the operation of the OTP must be performed through a
physician entity, such as the professional corporation that has been set up in this situation. It is common
for the professional corporation to perform the clinical functions and the management functions to be
performed by a separate management entity.

The funding documentation from Ally Bank is noted. However, the submitted documentation is
for Crossroads Holding LLC, the owner of the management company. Please submit a letter from Ally
Bank that identifies the expected interest rate, term of the loan, and any anticipated restrictions or
conditions for the applicant Crossroads Treatment Centers of Tri-Cities, P.C.

Response: A letter from Ally Bank that identifies the expected rates, term and conditions is
included as Attachment A, Applicant Profile, Item 6. The funding will be provided to the Management
Company. The Management Companies are the borrowers under the Loan and Security Agreement and
Crossroads Holding, LLC is the guarantor. At the time the loan is made, the document will be executed
by Crossroads of Tri-Cities Management Company, LLC.

The Loan and Security Agreement from Ally Bank is noted. However, please provide the
signature page.

Response: The signature page from Ally Bank is included as Attachment A, Applicant Profile,
Item 6.

It is nioted the following 2 funding letters from the management entity are in the application: 1) A
letter from the Chief Financial Officer of Treatment Centers HoldCo, LLC (owner of the management
company Crossroads of Tri-Cities Management, LLC) verifying a $5,000,000 Revolving Note, and 2) an
additional letter from Treatment Centers HoldCo CEO verifying funding for the proposed project. Please
clarify the reason there are two funding letters in the application from the management company, but not
the applicant. If needed, please provide an agreement between Treatment Centers HoldCo, LLC and the
applicant, Crossroads Treatment Centers of Tri-Cities, P.C. that the management company will provide
funding.

Response: As stated above, funding will be provided to the Management Company. The letters
were provided to show that the Management Company would provide the funding. No additional
documentation is necessary to show that the Management Company is providing the funding. An Option
to Lease has been executed between the Management Company and the PC.

2. Section C, Economic Feasibility, Item 4 (Historical and Projected Data Chart)

The applicant notes in the supplemental response that management fees are included as a PC
expense on the LLC (Management Company) financials, and in the Projected Data Chart that the
management fee is revenue for the LLC. Please clarify.

4839-1102-7755.6
Waller Lansden Dortch & Davis, LLP
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Response:  The items offset each other so the Applicant does not generally split out the
management fee to the PC. As stated below, a Revised Projected Data Chart is included as an attachment
to these supplemental questions.

It appears the applicant is 100% owned by Dr. Robert McCormac, while a separate owner
(Crossroads Holdings, LLC) is the owner of the Management Company Crossroads of Tri-Cities
Management Company, LLC. In addition, the management contract states the applicant will pay the
management company 65% of the PC’s Net Revenue collected during the preceding month. In Exhibit D
of the management agreement it is noted the management fee will be $600,000 during the first contract
year. Since the applicant (Crossroad Treatment Centers of Tri-Cities, PC) is the entity applying for the
Certificate of Need, please account for the management fee in the Projected Data Chart and resubmit.

Response: Please see Revised Projected Data Chart included as Attachment C, Economic
Feasibility, Item 4, which reflects the management fee of $600,000. As stated previously, Crossroads
generally looks at financials that include both the PC and the Management Company, so that it can get a
more accurate picture of the OTP as a whole.

The Historical Data Chart for the Asheville and Weaverville locations are noted. Please provide
page 12 for line D.9.

Response: Please see page 12 for the Historical Data Chart for the Asheville and Weaverville
locations included as Attachment C, Economic Feasibility, Item 4.

3. Proof of Publication

The publication affidavit which is supplied by the newspaper as proof of the publication of the
letter of intent is noted. However, the copy of the publication covers the Affidavit of Publication. Please
provide a copy of the affidavit of publication in its entirety.

Response: The original Affidavit of Publication was included with the previous supplementals.
The placement of the copy of the publication by the newspaper covers up part of the affidavit. Please see
a copy of the Affidavit with the publication notice lifted up so that the Affidavit is visible. It is not
possible to copy where both are visible, given the placement of the publication by the newspaper.

Sincerely,
W
Kim Harvey Looney
KHL:lag
Encl.

4839-1102-7755.6
Waller Lansden Dortch & Davis, LLP



SUPPLEMENTAL #2
November 25, 2015
12:11 pm

237

Attachment A, Applicant Profile, Item 6

1. Assignment and Assumption Agreement

2.  Option to Lea-ée Agreement
3. Revised Application Pages
4.  Ally Bank Funding Letter

5.  Ally Bank Signature Page to Loan and Security Agreement

4816-4407-2491.1
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Member

Crossroads of Tri-Cities Management Company, LLC
105 North Spring Street

Suite 109

Greenville, SC 29601
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November 23, 2015

This letter is to estimate the expected interest rate, term of the loan, and any
anticipated restrictions or conditions of the Johnson City project if it were being
funded today.

We understand that management estimates the total funds that would be needed

are approximately $1.9M, which is within the revolver note’s limits subject to

compliance with the usual and customary financial covenants and no events of
* default among other documented conditions -as: fully - outlined  in' -the—credit
- agreement.

As. per thé agreement, the interest rate is floating and set at LIBOR plus. 5.00%
where LIBOR is a minimum of 1.00%. If the project were funded today, that interest

rate would be 6,00%.

As per the credit agreement, the loan matures on December 23, 2019, unless
otherwise terminated in-accordance with jts terms.

If I can answer any questions, please call me on 312-775-7082.
Sincerely,

Mitc%%//

Vice President, Ally Bank




SUPPLEMENTAL #2
November 25, 2015
12:11 pm

(Signature Page to Loan and Security Agreement)

239

Witness the due execution hereof by the respective duly authorized officers of the
undersigned as of the date first written above.

BORROWER: TREATMENT CENTERS HOLDCO, LLC, a South
Carolina limited liability company
CROSSROADS OF ASHEVILLE MANAGEMENT
CO., LLC, a North Carolina limited liability company
CROSSROADS OF COLUMBIA MANAGEMENT
CO.; LLC, a South Carolina limited liability company
CROSSROADS OF DANVILLE MANAGEMENT CO.,
LLC, a Virginia limited liability company
CROSSROADS OF GREENSBORO MANAGEMENT
CO., LLC, a North Carolina limited liability company
CROSSROADS OF GREENVILLE MANAGEMENT
CO., LLC, a South Carolina limited liability company
CROSSROADS OF NORTHWEST GEORGIA
MANAGEMENT CO., LLC, a Georgia limited liability
company
CROSSROADS OF SENECA MANAGEMENT CO.,
LLC, a South Carolina limited liability company
CROSSROADS AT SUGARLOAF MANAGEMENT
CO., LLC, a Georgia limited liability company
CROSSROADS OF WEAVERVILLE MANAGEMENT
CO., LLC, a North Carolina limited liability company
CROSSROADS OF CALHOUN MANAGEMENT
COMPANY, LI.C, a Georgia limited liability company
CROSSROADS OF CHARLESTON
MANAGEMENT COMPANY, LLC, LLC, a South
Carelina limited liability company
CROSSROADS OF LAGRANGE MANAGEMENT
COMPANYX)\LLC, a Georgia limited liability company

S OF MYRTLE BEACH

COMPANY, LLC, a South Carolina

RupertJ McCoF‘}n , M:D.
Chief Executive Offi

CHICAGO/#2644129
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(Signature Page to Loan and Securily Agreement)
